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NARCOTICS AND FOREIGN POLICY 
IMPLICATIONS OF THE BCCI AFFAIR 


WEDNESDAY, OCTOBER 23, 1991 
U.S. Senate, 

Subcommittee on Terrorism, Narcotics, and 

International Operations 
of the Committee on Foreign Relations, 

Washington, DC. 

The subcommittee met, pursuant to notice, at 10:08 a.m., in room 
SH-216, Hart Senate Office Building, Hon. John Kerry (chairman 
of the subcommittee) presiding. 

Present: Senators Pell, Kerry, Brown, and Pressler. 

Senator Kerry. This hearing of the Subcommittee on Terrorism, 
Narcotics and International Operations will come to order. 

Senator Kerry. Mr. Lance, we welcome you this morning. Thank 
you for taking the time to come here. 

I want to recognize that you have decided to come here voluntar- 
ily. There was no subpoena. You have cooperated with this commit- 
tee and willingly, and, in fact, have volunteered to do so. We are 
appreciative for your help and assistance over the course of these 
last weeks. 

I might also add that you have not been particularly public on 
the subject of BCCI. I think this is the first time that you’ve really 
talked in a significant way publicly about it. And so, again, we are 
appreciative for that. I do know that you have spent some time 
with the Federal authorities, Federal Reserve and others, the SEC, 
and I appreciate, given that fact, that you’ve been willing to come 
here. 

This appearance of yours today is important to the committee for 
a number of different reasons. 

It was you who gave BCCI, through the purchase process that 
took place with the National Bank of Georgia through which Mr. 
Pharaon and BCCI gained their first real foothold, as they viewed 
it, in this country. 

Second, you introduced BCCI to what would become its flagship 
bank, Financial General Bankshares of Washington, Maryland, and 
Virginia, which was later renamed First American. 

In addition to that, you introduced Mr. Clark Clifford to BCCI 
and to First American, thereby setting in motion a relationship 
which is now obviously the subject of considerable controversy. 

It was also you who introduced Mr. Abedi to former President 
Carter. 


(l) 
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I think it’s going to be helpful to the committee to understand all 
of these relationships and to hear from you precisely what you 
knew at the time and what you understood to be the facts at the 
time and what you understand to be them now. 

In addition to that, you had many meetings with a number of 
central players in this scandal, ranging from Aga Hasan Abedi, the 
founder of BCCI, to Sheikh Zayed of Abu Dhabi, a principal owner 
of BCCI, and with other high level BCCI officials. 

It’s our sense that you have a significant amount of information 
regarding the foreign policy aspects of the BCCI affair and some in- 
formation regarding BCCI’s relationship with U.S. intelligence. 

I might comment that you said to us privately in discussions that 
you never had difficulty getting publicity here in Washington, and 
we can appreciate that it is not with great pleasure that you return 
to Washington as a witness in this situation. I just want to express 
my gratitude to you for being willing to do so. 

Before I make any further comments, let me turn to my col- 
league, Senator Brown, to see if he has any opening comments. 

Senator Brown. Mr. Chairman, I simply want to add my thanks 
to the witness also. The fact is that this is an area that the Con- 
gress needs to do some work in. Our ultimate objective is to find 
areas where statutes, where new legislation, can be helpful in con- 
trolling foreign influence and developing standards in which coun- 
tries can cooperate to control the abuse of the banking process. I 
know our witness has not only a great deal to say about the topics 
we’ve outlined, but my hope is before the hearing is over, he will 
share with us any ideas he may have with regard to future legisla- 
tion that will be helpful in addressing what really is an interna- 
tional marketplace problem. 

Senator Kerry. If I could pick up on that, I want to take advan- 
tage of the moment just to refocus some people on what the com- 
mittee is doing and why it’s doing this and where we began. I’ll be 
very brief. 

This entire investigation grew out of early allegations regarding 
a confusion between foreign policy goals and interests of the 
United States and intelligence goals or other kinds of efforts that 
sometimes collided with each other. 

We wanted to look at the degree to which narcotics trafficking 
and other criminal activity might be infiltrating the legitimate in- 
terest area of U.S. policy. That specifically started with the Contras 
and allegations that they were involved with drug running and gun 
smuggling, and laws were being broken in Florida. 

What we learned as we got into it was that it just got bigger and 
bigger and bigger. There was this extraordinary network out there 
of private arms dealers, of private profiteers of one kind or an- 
other, either on visas or on black market or something out of 
Panama and these countries. 

What was particularly disturbing was the degree to which they 
seemed to have a capacity to influence decisions by governments 
and government officials. Our Government's severed alliance with 
General Noriega obviously became the paramount example of that 
kind of confusion as senior policymakers sought to help protect 
Noriega while he was smuggling narcotics into the U.S. because he 
supported the Reagan administration Contra program. 
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Recently, 10 percent of the Miami Police Department warmwi 
or forced to resign because it had become involved in narcotics traf- 
ficking and in actually selling narcotics, not just hiding evidence 
and so forth. Many other countries have similar problems with 
drug related corruption today. Because of the huge funds involved, 
the lawlessness and the power that attach themselves to these 
kinds of illegal activities have the ability to subvert democracy 
itself. 

Recently, I had a meeting with narcotics people and others in 
Italy who talked about the degree to which the entire southern por- 
tion of Italy was threatened by organized crime. It seems to me 
that this goes to the heart of the BCCI problem. When banks can 
be taken over illegally, or when foreign interests have the ability 
to be able to gain a foothold and, by buying influence and peddling 
influence you have at least begun a process of chipping away at 
your system. 

The clear question here is why, when so much was known and 
when so many people seem to have a sense that these illegal activi- 
ties were going on, things didn’t happen to stop it. What got in the 
way of the larger interests of our society? Why was it that law en- 
forcement or others didn’t take steps? Were there larger interests 
at stake here? 

I don’t know the answers to all those questions, but that’s a large 
part of what we are trying to get at. 

Clearly, for the average person in the street, who is worried 
about a system of government that seems to have several different 
standards in applying its laws, this is also an important lesson: 
whether or not it means truly that those who have access to the 
lawyers and the power are going to have a different standard ap- 
plied to them, while the average citizen, is the person who pays the 
full measure of the laws in this country. That is supposed to be, I 
believe, a significant part of what this country of ours is about, ap- 
plying our laws fairly and evenly. 

Mr. Lance, if you would stand, I would like to swear you, please. 

Do you swear to tell the truth, the whole truth, and nothing but 
the truth, so help you God? 

Mr. Lance. I do. 

Senator Kerry. Would you state your full name and, if you 
would, please, if you’d like to give an opening statement, I’d appre- 
ciate it. 

TESTIMONY OF THOMAS BERTRAM LANCE, FORMER DIRECTOR 
OF THE OFFICE OF MANAGEMENT AND BUDGET 

Mr. Lance. My name is Thomas Bertram Lance, Sr. I live in Cal- 
houn, GA. 

Senator Kerry, Senator Brown, I would like to be able to say that 
I am delighted to be here this morning. I have had this occasion 
before, and sometimes it was fun and sometimes it was not. I am 
privileged to be here this morning. I think that any time that any 
citizen of this country has the opportunity to appear before the 
Senate or the House or any other governmental agency that is 
seeking the truth, that it’s a privilege. And I feel that way very 
strongly about my presence here this morning, that it’s a privilege. 
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I am here to tell you what I know that may be helpful to you as 
you seek the truth, and I appreciate what both of you gentlemen 
had to say. 

I don’t have a prepared statement because, frankly, I have been 
traveling for the last 2 or 3 days, and 1 did not have a chance, after 
fairly short notice about my appearance here. What I would like to 
do, if it meets with your approval, is to simply maybe narrate some 
of the events that took place in my relationship with Mr. Abedi 
and BCCI and the other people that have been involved. Obviously, 
I will allow you to interrupt me at any point that I raise a question 
or anything else. 

But 1 thought that it might be more helpful in that regard than 
simply reading a prepared statement. 

Senator Kerry. 1 appreciate that. 

Mr. Lance. Plus the fact that it will keep the press on their toes 
and that’s always a good thing to do, when they don’t have some- 
thing that they can read there in regard to the situation. 

Senator Kerry. Well, they know you know how to keep them on 
their toes. 

Mr. Lance. I don’t know about that. Sometimes I wonder. 

Senator Kerry. I’d appreciate it if you’d begin by giving us just a 
brief sort of resume and a little bit of your background. 

Mr. Lance. All right, sir. I’d be delighted to do that. 

I am a native Georgian. I had a high privilege in Georgia, serv- 
ing as the director, and ultimately commissioner, of the Depart- 
ment of Transportation while Governor Carter was Governor. I, at 
the same time, had the opportunity to run for Governor of Georgia 
in 1974. 1 got beat in a close election. It probably would have suited 
me better if it had been more definitive because you wonder who 
voted for you and who didn’t. 

After that, I went to the National Bank of Georgia. I had been 
chairman of the Calhoun First National Bank prior to that. I went 
to the National Bank of Georgia in 1975 as the president and chief 
operating officer. 

In 1976, I was active in the Presidential campaign of Jimmy 
Carter and subsequently came to Washington to serve as Director 
of the Office of Management and Budget. 

In 1977, I subsequently resigned, in September 1977, and went 
back to Georgia, and at that point in time began to try to make a 
living doing various and sundry things, mostly in the consulting 
area because of other circumstances. I will get into some parts of 
that experience as we move along. 

Basically, that’s what I have done since 1977. I still live in Cal- 
houn, GA, and have maintained an interest in the political process 
in this country as well as elsewhere around the world. 

Is that sufficient background? 

Senator Kerry. That is sufficient. Thank you. 

Mr. Lance. Now, what I thought would be the most appropriate 
thing for me this morning and perhaps save you and Senator 
Brown and others as much time as possible would sort of be to just 
merely narrate what happened in regard to my meeting Mr. Abedi, 
what I recall as having taken place with regard to that, and then I 
have some thoughts, as we develop questions back and forth, that 
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may be incumbent for me to respond to as it raises questions in 
your mind. 

I was Director of OMB from January 20, 1977, until September 
21, 1977. I had some difficult times to go through during that 
period of time of allegations, innuendo, and charges that all of the 
other things that sometimes people in public life go through. 

I finally came to a point in time when I made a decision, and it 
was my own decision, that, in order for President Carter to move 
ahead in dealing with the problems of the country and the rest of 
the world that he felt an obligation to deal with, that it would be 
better for him to be free of Bert Lance and answering questions all 
the time about this, that, or the other as it related to me. So I sub- 
mitted my resignation in September 1977, after 3 days of Senate 
hearings that are well noted in the public record. 

Along in early October 1977, 1 had a call from a friend of mine in 
Georgia, a former State senator by the name of Eugene Holly, who 
said that he had developed a relationship with a gentleman by the 
name of Aga Abedi, who had a bank in London named BCCI, which 
stood for Bank of Credit and Commerce International; and that he 
had had some conversations with Mr. Abedi about me and what- 
ever few abilities I might have and things of that nature; and that 
he thought it would be Worthwhile if I had occasion to meet Mr. 
Abedi and discuss with him what his interest might or may not 
have been in regard to the United States, in regard to investments, 
in regarding to banking generally, and so on. 

I was not an unknown banker at that point in time, I might add, 
because of the circumstances that I had been through. 

Early in October, I met in New York at the Waldorf Astoria. I 
met Senator Holly. I met a gentleman named Mr. Abedi, a gentle- 
man named Mr. Naqvi. I believe that those were the only four 
people that were involved at that point in time. 

Basically, Mr. Abedi said to me: I am building a bank headquar- 
tered in London that has a deep and abiding interest in the prob- 
lems of health, hunger, economic development, things primarily in 
the Third World, problems that we all are familiar with and prob- 
lems that we all want to see resolved in one form or another. 

I shared that concern, especially about economic development, 
because I had come from a poor section of Georgia, where I saw 
what the utilization of resources in a bank could really mean to the 
people in that community through job creation. And, I might add, 
we need it very badly today, in my judgment, when I look at the 
economic circumstances that are taking place in our Nation. 

So I felt that I knew something about economic development, job 
creation, with utilization of assets and resources. 

That was the kind of conversation that I had with Mr. Abedi at 
that point in time. 

Mr. Abedi’s comments to me, without trying to be specific be- 
cause it’s been such a long period of time, happened to be that 
look, I’m trying to build this global institution. Obviously I have an 
interest in the United States. My rejoinder to him was that obvi- 
ously you cannot be a global bank, an international bank, without 
some sort of presence in the United States. This is the most power- 
ful, rich nation in the world and this is certainly something that 
you ought to look at. 
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It was that sort of conversation that we had initially. 

Now, after that, after that initial conversation, which was fairly 
general in its totality, basically philosophical in nature, I came 
back and said look, before I go any further, I have just resigned 
from OMB in order to not cause any further problems for the 
President of the United States. I am not about to get involved in a 
situation whereby the relationships that I establish after having re- 
signed would create any problem of embarrassment, concern, or 
anything else for the President of the United States. 

I was very keenly aware of that problem. And, because of my re- 
lationship with the President, I felt very, very strongly about that. 

And so, I said not only to myself but to my family and the 
friends that I had who were knowledgeable about what I was talk- 
ing about doing at that point in time: Look, I have to do due dili- 
gence about Mr. Abedi and BCCI. He was not reluctant for that to 
be done. He had brought some annual reports, as I recall, about 
BCCI, at that first meeting that he gave to me. 

I went to see Mr. Clifford, who had represented me since the 
Labor Day weekend of 1977, and I said: Mr. Clifford, I have made 
the acquaintance of Mr. Abedi. His bank is BCCI. He has some in- 
terest in talking to me about future relationships, whether that is 
in regard to being merely a consultant or being actively involved in 
one of his operations somewhere, that sort of conversation. But 
before I do that, it is absolutely imperative and incumbent upon 
me to make sure that we know what kind of people that I am get- 
ting involved with if, in fact, I do get involved. 

I asked Mr. Clifford, because of his knowledge and expertise and 
things in not only here but around the world, to do his due dili- 
gence on my behalf, as my attorney, and that I would, likewise, do 
mine. 

I want to make that very, very clear to both of you, and the com- 
mittee, and the country as a whole, because it’s very important. 

I have had a situation in the press where I constantly get tan- 
gled up with regard to BCCI, and it’s been very harmful to me, per- 
sonally and in a business sense. I want to make sure that every- 
body understands what I did initially with regard to that situation. 

I feel very strongly about that being important because of the 
circumstances that subsequently have developed in regard to BCCI 
and the fraud and scandal that obviously has taken place. 

I did the checking that I could. Again, as I said, I was not an 
unknown banker at that point in time or unknown in the country. 
I had easy access to having telephone calls returned and that sort 
of thing. 

I asked people that I thought would have some knowledge of 
BCCI and Mr. Abedi what they thought. Were they people of char- 
acter and integrity? Was the banking institution itself one of char- 
acter and integrity? 

I knew that I still had a good way to go in regard to the process 
winding its way ultimately to some conclusion, and, therefore, that, 
too, was important to me, not only as it was important in the con- 
cerns that I had about President Carter. 

Every instance of report that I either got or from what Mr. Clif- 
ford told me came back that Mr. Abedi was a man of integrity and 
character, that BCCI was a new kid on the block, so to speak, in 
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regard to trying to make inroads into the banking community irf 
London, in Europe, and so on, but that they were people of integri- 
ty and character. 

So, subsequently, having received that assurance, as I recall at 
that point in time there were two senior executives from the Bank 
of America who were on the board of directors of BCCI. They spoke 
highly of the institution, of what role it wanted to play, and so on. 

So, we moved on to take the next step, and that was the conver- 
sation. 

I think that that took place in London — again, to both of you — in 
a conversation with Mr. Abedi and Mr. Naqvi. Let me say at the 
outset, so that in case I should misspeak or something, generally, 
when there was any meeting with Mr. Abedi, except on some rare 
occasions, Mr. Naqvi was generally present. So I sometimes may 
leave him out of the conversation. But, generally, on most occa- 
sions he was present. 

Now, at that particular point, it was talked about, about Mr. 
Abedi’s interest in the United States as it relates to banks. 

Senator Kerry. This is at what point now? 

Mr. Lance. This was in October, still, or early November 1977. 1 
expect that it was in late October, to try to give you a definitive 
date. 

1 think this is important to begin to put what you’re seeking into 
some context of where they were at that point in time. 

Mr. Abedi said, as 1 said, and the way I generally describe it is 
that, in effect, he wore three hats at that point in time. 

He said that he was the founder and managing director, for lack 
of a proper term, of BCCI. He represented certain investors who 
were people of significant wealth, primarily Arab investors out of 
the Middle East; and then he had his own interest in a personal 
matter; that obviously there was an interest in the United States; 
that BCCI, if, as I said, were to be a global institution, then obvi- 
ously I felt very strongly that it had to have a presence in the 
United States. I did not know any of the details of regulatory su- 
pervision or so forth and so on of BCCI, other than the fact that I 
guess I had been told that it was chartered or headquartered in 
Luxembourg, or under their regulation, what have you; that there 
was an interest in BCCI acquiring a position in U.S. banking, there 
was an interest in individual investors acquiring a position in U.S. 
banking, as well as other type investments. 

I had several conversations from that point on about what made 
the most sense. My advice to Mr. Abedi at that point in time was 
very clear and precise, as I recall, that you need to get acquainted, 
you need to go through the regulatory process in the United States; 
that, obviously, despite my difficulty sometimes in dealing with 
them, that I thought it to be the best process in the world; that 
banks who were regulated in the United States offered their de- 
positors safety; that it was the kind of climate that was appropriate 
and proper, and that was what they ought to do. 

There was never any comment, as I recall, by Mr. Abedi, about 
any previous effort to take a position in any U.S. bank. He did tell 
me that it was obvious at that point in time that the Bank of Com- 
merce in New York City was available for purchase. 
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Well, I happened to know enough about Financial General be- 
cause when I was at the National Bank of Georgia, they were 
owned by Financial General. I and other directors of the bank had 
bought control of the National Bank of Georgia from Financial 
General. So I was aware of the banks that they had because I’d 
met most of those people and had some familiarity with it. 

During the course of all those conversations, it became clear that 
Mr. Abedi was interested in the United States; that he had this 
particular interest in the Bank of Commerce. 

Now there were other stockholders in Financial General at that 
point in time that I happened to have an awareness of who had, I 
don’t think had been very happy about their investment. They 
were looking for purchasers. General Olmstead, who had been the 
guiding force, for lack of a better term, with regard to Financial 
General, had found himself, I think, having to make a basic deci- 
sion as to whether he ’was going to divest of Financial General or 
the international bank because of a Fed order. And so I knew 
about all that. 

During the course of the conversations that were held, it soon 
became very obvious to me, Mr. Chairman, that if there was an in- 
terest in the United States, that it made more sense to talk about 
acquiring Financial General than it did just of acquiring the Bank 
of Commerce in New York; that the purchase price, as I recall — 
and please don’t hold me to this because it’s been a long time — was 
somewhere between $25 million and $30 million for the Bank of 
Commerce, which primarily was in New York City, and may have 
had branches in other parts of the State. But you could have ac- 
quired the whole of Financial General, which enjoyed a very 
unique position in American banking at that point in time in the 
sense that it was one of the two or three, maybe four, multistate 
holding companies that were in existence in the United States. 

And so, from an economic standpoint, from a practical stand- 
point, it made more sense to me to talk about the acquisition of Fi- 
nancial General instead of the acquisition of the Bank of Com- 
merce. 

Senator Kerry. So you really flagged Financial General for him? 

Mr. Lance. That is my total and complete impression, Mr. Chair- 
man. I have seen statements that said somebody else had men- 
tioned Financial General and so on. I do not know anything about 
that. 

I never had any conversations that related to any aspect of that. 
Everything that I saw related to the fact that Mr. Abedi was famil- 
iar with the Bank of Commerce. 

Now, I subsequently have found 

Senator Kerry. I’m sorry. Let me just interrupt me there if I 
may because I don’t want to come back to it later. 

There’s a letter from Kamal Adham to the Federal Reserve 
dated April 10, 1991. That states that a man named Hasan Yassin 
advised Adham that Financial General Bankshares would be a 
good investment, and he turned to Abedi to evaluate it. 

Is that account correct in your view? 

Mr. Lance. In my view, that is not something that I knew any- 
thing about. 


9 


Senator Kerry. So the first conversations that you remember 
Mr. Abedi having were with you? 

Mr. Lance. That’s correct. 

Senator Kerry. And you brought it to his attention? 

Mr. Lance. I brought it to his attention because I was familiar 
with Financial General. I think that it was an awfully good fran- 
chise then. Obviously, it’s a good franchise now, as far as I’m con- 
cerned, in the sense of the banking business. And it made sense for 
him to look at that, instead of just the Bank of Commerce. 

I never heard anything about any prior conversation about Fi- 
nancial General, Mr. Chairman. So I’m not saying that’s not accu- 
rate. I just simply don’t know about that. But I never had any con- 
versations with Mr. Abedi or anybody else that there had been any 
prior interest. 

Senator Kerry. Did you ever know Hasan Yassin? 

Mr. Lance. No, sir, I do not. 

The other thing that I subsequently have learned, I think basi- 
cally through your committee hearings, is the fact that at some 
point in time there was an interest in a Chelsea bank. 

Senator Kerry. Correct. 

Mr. Lance. I knew nothing about that. And so, anything that I 
would say would be merely hearsay and what I’ve read. I know 
nothing about that situation. 

Senator Kerry. Let me just clarify that since you’ve raised it. 

So whatever due diligence was done by Messrs. Clifford and 
Altman or by yourself did not turn up that, at the time, BCCI had 
been refused a license to take over the Chelsea Bank? 

Mr. Lance. Absolutely not. There was never any comment about 
that until your hearings. 

Senator Kerry. And you never learned that the New York regu- 
lators, in fact, believed that the would-be purchaser for the Chelsea 
Bank, a so-called Mr. Gokal, was possibly a front man for BCCI? 

Mr. Lance. No, sir. I did not know that. 

Senator Kerry. So at the time this due diligence was done, the 
due diligence did not turn up that the New York bank regulators 
had refused BCCI access because BCCI was deemed to be trying to 
make a purchase through a front person? 

Mr. Lance. I had no knowledge of that. And, subsequent to that, 
as, again, as I said through I think your hearings 

Senator Kerry. Does that suggest anything to you with respect 
to the due diligence? 

Mr. Lance. No, I don’t think so, because I subsequently have 
read — and I don’t know whether this is accurate or not, and I’m 
sure that you have the answer — that actually there had been no 
application by BCCI as it related to the Chelsea Bank, that that 
was done in the name of someone else. Whether that was a direct, 
straightforward or a nominee transaction, obviously I have no 
knowledge of. But what I had been told was that BCCI never filed 
any sort of 

Senator Kerry. Formally? 

Mr. Lance [continuing]. Formally; and, therefore, there was 
never any response about any difficulty that they had had with the 
Fed or anybody else. 
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Senator Kerry. So that might, in fact, work the other way and 
say something more about the quality of their deception, perhaps. 

Mr. Lance. Well, it possibly could, from that standpoint, if they 
were, in fact, engaged in deception at that point in time. 

I’m not sure that I am yet ready to reach that conclusion. Be- 
cause of what my knowledge has been about Mr. Abedi and BCCI, I 
will withhold judgment on that for at least a while in regard to 
that. 

But in regard to any prior knowledge about Financial General, 
Mr. Abedi never told me of any interest in that regard whatsoever 
prior to my mentioning Financial General. That came about after 
there had been comments about the Bank of Commerce. 

Senator Kerry. In your conversation with him, did he appear to 
react in a way that indicated to you this was the first time he was 
hearing about it? 

Mr. Lance. That was my impression. 

I did not think at that point in time, and I have seen nothing 
that I have recalled or read or anything of that type since then 
that would cause me to give you a different answer in that regard. 
That was my impression. 

I told him again and made it very clear to him that, if you’re 
going to have a presence, if you’re going to be a world bank, if 
you’re going to be a global institution, then, obviously, you have to 
have a presence in the United States. That’s not against the law. 
That’s to be welcomed. That speaks well for both parties, and so on. 

My advice to him always was that, you know, you need to go 

ahead and go through the process of getting regulatory approval 
for whatever you do and make sure that you do it in direct fashion. 

Now, again, I don’t want either one of you to think that I am 
alluding to the fact that I thought there was some deception in 
saying that. I just learned a long time ago that what you can’t do 
directly you can’t do indirectly; and you’d better not get caught up 
in that. 

So my approach I think is fairly open about my saying that you 
can do it directly and whatever you do, you make sure you do it 
properly. I’ve tried to do that, and, despite the controversy and 
other things that have arisen sometimes about me, I think it’s very 
clear that I’ve done that. 

The situation was such that that began to move along. At the 
same time — and I don’t now how much you want me to delve into 
the question of NBG at this particular time because, obviously, 
that was much more important to me than the acquisition of Fi- 
nancial General because I had put myself in a position where it 
became important for that bank to be sold and I was looking for 
buyers. There had already been buyers that had looked at it. Obvi- 
ously, every time anybody looked at it, they got an article in the 
press somewhere or on television that they were looking at it. They 
suddenly lost interest. 

It’s amazing how that happens sometimes. 

Senator Kerry. Well, I think we would like to hear this. We are 
going to ask you some questions about the NBG purchase. So if you 
want to deal with it now, you can, if it sequentially fits. Otherwise, 
we’ll come back to it. 
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Mr. Lance. Well, basically, basically they were occurring at the 
same time, “they” being the interest that was shown in Financial 
General and the sale of NBG by me. 

Now, again, to put it into proper perspective, Mr. Clifford and 
Bob Altman represented me at that point in time as a result of the 
Senate hearings in September 1977. They were very aware of what 
I was trying to do and were very helpful to me in trying to do that. 

The circumstance involving NBG was discussed with Mr. Abedi 
when I said to him: Look, you have these investors that you have 
said that you represent, who want to be involved in U.S. invest- 
ments, and so on. Now what about the National Bank of Georgia? 
Again, it’s in a fine community, it’s in a growing area, it’s had the 
opportunity to grow and develop. But there’s a lot of potential 
there in Georgia and the southeast, in the Sun Belt. 

And he said: Well, I have an investor who, by the name of 
Ghaith Pharaon, who has acquired banks in the United States pre- 
viously. He acquired Commonwealth Bank in Detroit, I believe is 
the proper name, and the Main Bank in Houston, as I recall, and 
he is interested in the acquisition of another banking facility in the 
United States. 

Senator Kerry. Mr. Abedi said this to you? 

Mr. Lance. Mr. Abedi said this. And he said it appears to me 
that that would make a lot of sense. 

So that moved along basically on the same sort of track that the 
interest in Financial General moved along. 

Now, I think that it’s important for me to try to separate the two 
from your standpoint, simply so that we can begin to try to ferret 
out all of these different relationships. 

Pharaon, as far as I knew at that point in time, was not an in- 
vestor in Financial General or a potential investor, depending on 
the time that we were talking about. 

Senator Kerry. How did you know that? 

Mr. Lance. Because, as acquisition of Financial General stock 
was being made, those investors were identified, as I recall, and, 
basically, they were people other than Ghaith Pharaon. And, of 
course, I wanted to make sure, as I said earlier, I had a commit- 
ment and obligation to the shareholders of the National Bank of 
Georgia, and I wanted to make sure that an offer was made to 
them in regard to the whole situation because of the circumstances 
previously, to my hearings and all the things that had transpired 
that we don’t need to go into this morning. 

So, it was very clear that there were two groups of investors 
there that Mr. Abedi said that he was representing. One happened 

to be the investors that subsequently ended up as the individual 
shareholders in Financial General, and Ghaith Pharaon, who 
ended up as the sole investor in the National Bank of Georgia. 

Now, I may not have made it as clear as I ought to, but all of 
this was happening in a relatively short period of time because of 
the circumstances. 

You had investors in Financial General that had to make some 
sort of decision fairly quickly about what they were going to do 
about the price of their stock, whether they were going to keep it, 
whether they were going to dispose of it, or whatever the circum- 
stances might be in that regard. 
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You had the situation involving me. I was only a 12-percent 
shareholder in the National Bank of Georgia. But constantly it was 
referred to as “Bert Lance’s bank,” and so forth and so on, and 
“Bert Lance sold his bank to Ghaith Pharaon,” and it’s always my 
picture that’s in the paper with Ghaith, and all this, that, and the 
other. I was only a small shareholder who had a concern, a com- 
mitment, and an obligation to the other shareholders because I had 
been responsible for many of them being investors in the National 
Bank of Georgia. 

So I was concerned about that first and foremost. Financial Gen- 
eral could wait, as far as I was concerned, until I was able to do 
something about that. 

But all of this was happening very, very quickly. And during No- 
vember and December 1977, it pretty well took place in the broad 
beginning of purchase of Financial General on the one hand and, 
obviously, the acquisition of the National Bank of Georgia on the 
other. 

There were two different, I hate to use the word “groups,” when- 
ever you talk about things in a banking matter because the SEC 
and other folks get all excited whenever they hear something about 
a “group” and all this. But there were two different entities, is 
what I’m trying to say to you, that were involved. I guess I was 
central to both of them. Mr. Abedi was central to both of them. Mr. 
Clifford and Bob Altman were central to both of them. And, in fact, 
Mr. Clifford and Bob Altman represented me in a legal sense. 

Senator Kerry. Now, they represented you; they also represent- 
ed BCCI? 

Mr. Lance. 1 don’t think so at that particular time, Mr. Chair- 
man. I think that came later. 

Senator Kerry. OK. Fair enough. 

Mr. Lance. We’ll talk about that and try to keep it in some sort 
of chronological order. 

But by, let me try to put a timeframe on it because it may be 
helpful, again, to your committee as you look at other things. 

I recall that there was a meeting in Atlanta over Thanksgiving 
weekend in 1977, whereby there was basic discussion and negotia- 
tion about the purchase of NBG. But there also was negotiation — 
not “negotiation,” as such, but conversation — about the purchase of 
Financial General. The people who were involved in that area, 
from the standpoint of BCCI, would have been Mr. Abedi, a gentle- 
man named Mr. Sami — and I’m sure you’ve heard about him in 
this committee — and Mr. Naqvi, again, and perhaps a gentleman 
named Dildar Rizvi. Those were the gentlemen that were there in 
regard to BCCI. 

Pretty basically, after discussions with Mr. Abedi about the Na- 
tional Bank of Georgia, I turned over those negotiations to Bob 
Altman to deal with Pharaon’s attorney, a gentleman by the name 
of Frank Van Court, who is a member of the Vincent & Elkins law- 
firm in Houston. They pretty well handled that part of the negotia- 
tions and things of that type. 

I don’t think that I ever met Ghaith Pharaon until some time in 
January 1978. I, again, have only seen him, to my recollection, on 
two occasions, and both of those took place at a night and the next 
day when we had a press conference in Atlanta, announcing the 
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purchase of National Bank of Georgia by Ghaith Pharaon. That 
has been the limit of my knowledge and involvement on a direct 
basis with Mr. Pharaon. 

Senator Kerry. Let me just ask you, if I could interrupt you 
again there, up until that time, all the negotiations and discussions 
with respect to the purchase of National Bank of Georgia, your 
sale, was with Mr. Abedi? 

Mr. Lance. That's correct. 

Senator Kerry. You never met Ghaith Pharaon until the night 
of the closing? 

Mr. Lance. No, sir. It was the night, or the day before. It was not 
the closing because, obviously, he had to get approval before 
we 

Senator Kerry. The day before you announced the wrap-up of 
the deal? 

Mr. Lance. That’s correct. 

Senator Kerry. And prior to that, all negotiations, to your 
knowledge, that were conducted by Mr, Altman on your behalf 
were with Mr. Abedi? 

Mr. Lance. No, sir, with Mr. Van Court 

Senator Kerry. Mr. Van Court. 

Mr. Lance [continuing]. Who was Mr. Pharaon’s attorney from 
Houston and has been involved in one of his domestic U.S. corpora- 
tions, as I understand. 

But, basically, those were the sequence of events as it related to 
NBG. 

Now, it took quite some time, obviously, because I felt, again, 
very strongly about the shareholders of the National Bank of Geor- 
gia, and that I was not going to sell my stock to Mr. Pharaon 
unless all the shareholders of the bank had the same opportunity. 

So, basically, he ended up making a tender offer for 60 percent of 
the stock, winch would give him control; and, obviously, he had to 
have approval of the Comptroller of the Currency because of 
change of ownership, and that sort of thing, all of which went 
through its own process. 

Now, again, just so that the record is clear, I had no involvement 
with the National Bank of Georgia at that point in time except as 
a shareholder. I was not involved in the management in any form 
or fashion, and had not been since I left to come to Washington. So, 
therefore, the negotiations were handled by Bob Altman. My stock 
was still being handled by my trustee that had been set up when I 
came to Washington because of the short timeframe and so on. He 
was involved in those negotiations. I don’t know a lot of the details 
that were involved in that. I was out trying to get my life put back 
together after the experience that I had had. 

So that was taking place at the same time that the interest in 
Financial General was taking place. 

As I said — can you hear me all right? 

Senator Kerry. Yes, that’s fine. 

Mr. Lance. The basic timeframe indicator, I think, that would be 
important to your committee would be sometime around that 
Thanksgiving weekend, that things at Financial General probably 
moved fairly quickly after that. By January and February and 
March 1978, again, we had been subjected to SEC litigation, we had 
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been subjected to private litigation, “we” being all the people who 
were involved in that process — BCCI, Mr. Abedi, the group of other 
shareholders of Financial General that 1 mentioned, headed by Mr. 
Middendorf, as I recall, and so on. Mr. Middendorf was not part of 
the group that was involved in our situation, but he was a part of 
the other group that brought the litigation. 

And so, everything was encapsulated in a very, very brief period 
of time, from that standpoint. 

I can continue to try to give you a chronological view now of 
what began to happen after that or if you have any questions. 

Senator Kerby. Well, let me ask a few questions there, if I can. 

After you sold the National Bank of Georgia, did you have any 
further involvement at all with NBG? 

Mr. Lance. No, sir. 

Senator Kerry. That ended right then and there? 

Mr. Lance. That ended. Right. 

Senator Kerry. And Mr. Pharaon paid you $20 a share? 

Mr. Lance. Well, it took place in two different sales, Mr. Chair- 
man, as I recall. I think the first one was $20 a share. Then the 
second one, I think, was $14 a share. So it averaged out to some- 
thing like $18 a share. 

Senator Kerry. Do you know how that value was arrived at by 
Pharaon? 

Mr. Lance. No, I do not. 

I think, basically, what it amounted to, as a percentage of book 
value, at that point in time was somewhere around 80 percent of 
book value. Again, I got excoriated in the press from time to time 
that this was some bailout situation. That’s some bailout: he paid 
$20 million and got $220 million. That doesn’t sound like a bailout 
to me where I come from. But those were the circumstances, as 1 
recall them. 

Senator Kerry. I suppose the issue was raised because at the 
time the stock was selling for something like $10 a share. 

Mr. Lance. But, generally, there had been no real market in it 
because the influx of a buy or sell order would, you know, create a 
severe imbalance because no shareholders were selling and there 
weren’t any buying that I knew anything about. 

Historically, in Georgia — I can’t speak around the rest of the 
country — but bank stocks generally have sold for 2 or 2 V* times 
book value. Obviously, that must have been 

Senator Kerry. I don’t want to dwell on that. 1 simply wanted to 
know how Mr. Pharaon actually arrived at that price. 

But you became a consultant after that, though, to BCCI, is that 
correct? 

Mr. Lance. That’s correct. 

Senator Kerry. What was the nature of your consultancy? 

Mr. Lance. Basically, to talk about investments in the United 
States and to talk about, as I said earlier, about economic develop- 
ment around the world as it related to utilization of assets and re- 
sources from a bank, what could you do to create jobs in the Third 
World countries, and so on, that Mr. Abedi had an overriding inter- 
est in. Part of that interest led to my introducing him to President 
Carter, which we will get to in the course of time. 
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Senator Kerry. What was your understanding at that point in 
time, Mr. Lance, of the role of BCCI’s entity in the Grand Cay- 
mans, ICIC? 

Mr. Lance.I knew very little about ICIC. The comments that 
were made to me by Mr. Abedi related to that. It was, to give you 
an example, it was more like a commercial finance operation would 
be in the United States, that it was that sort of operation, as op- 
posed to being any sort of banking operation, and that that would 
be an entity that perhaps would be involved in making loans and 
commercial development in Third World countries. 

I never was totally familiar with the structure of that. 

Senator Kerry. But you, in fact, were paid by ICIC? Is that 
right? 

Mr. Lance. I think it turned out that way, Senator. I think that 
was actually it. 

Senator Kerry. Did you understand ICIC to be a bank? 

Mr. Lance. No, I did not think it was a bank. I thought it was, as 
I said, to best compare it to something that we would be familiar 
with, I would say that it was a commercial finance operation. 

Senator Kerry. And that is what you would describe the nature 
and function of ICIC, as you understood it at that point in time? 

Mr. Lance. As I understood it. That’s correct. 

Senator Kerry. Did you have any further understanding of what 
it was at that time, or is that it? 

Mr. Lance. No, sir. 

Senator Kerry. Just a finance entity? 

Mr. Lance. That’s correct, and that was a very brief conversa- 
tion, as I recall. 

Senator Kerry. And you base that understanding on that conver- 
sation? 

Mr. Lance. That’s correct. 

Senator Kerry. And that conversation was with Mr. Abedi? 

Mr. Lance. That’s correct. I have not had any further conversa- 
tions with anybody that I recall about ICIC. So I really don’t know 
very much about it. 

Senator Kerry. So the transaction with NBG takes place. And, 
to the best of your knowledge, your testimony is that Ghaith Phar- 
aon at that time was perceived by you as being the legitimate pur- 
chaser? 

Mr. Lance. That is absolutely correct. And my impression has 
been, throughout, that that was the case. And I think if you should 
have occasion to ask other shareholders in the National Bank of 
Georgia, or the lawyers who were involved in the transaction, ev- 
erybody would tell you the same thing. That was the impression, 
that was the knowledge, that was the obvious — I didn’t see all the 
documents, as I recall, obviously. But the ones that I saw all relat- 
ed to the fact that Dr. Pharaon was, in fact, the purchaser. 

Senator Kerry. Now, that was the impression that people re- 
ceived, correct? 

Mr. Lance. That is correct. 

Senator Kerry. Yesterday, Mr. Sakhia — did you ever meet Mr. 
Sakhia? 

Mr. Lance. I do not know him. 

Senator Kerry. You don’t know who he is? 
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Mr. Lance. No, sir, I do not. 

Senator Kerry. Mr. Sakhia, who worked in BCCI for some 13 
years and was head of the American division, told this committee 
that within the bank, within the group of particularly Pakistanis, 
but within the group of people who were the managers of the bank, 
there was a common understanding that Mr. Pharaon was a front 
person for BCCI and for Mr. Abedi. 

Mr. Lance. Do you want me to — — 

Senator Kerry. What would your comment be to that? 

Mr. Lance. My comment would be that everything that I saw 
was to the contrary of that; that Dr. Pharaon was acting on his 
own behalf. He was portrayed, my impression of him was that he 
was a businessman who had other investments in the United 
States, he’d owned other banks in the United States, that he had 
this interest in the banking business in the United States, and that 
he was a person who obviously comes across as being in charge of 
whatever he’s doing, and makes decisions, and that sort of thing. 
And that was my impression. 

Senator Kerry. That is the impression, I suppose, that he was 
supposed to give, is it not? I mean, if, indeed, he were what Mr. 
Sakhia has purported that he was, that’s what he was supposed to 
leave you with, the impression that he was exactly that. Correct? 

Mr. Lance. Yes, sir. I would think that would be the case, that if 
you were trying to perpetrate a deceit or something of that type, 
then, obviously, that’s what you would get. 

But I never saw — I hope that sometimes I’m a fairly keen observ- 
er. I doubt that I am, in retrospect, about a lot of things that I 
found myself involved in. But 1, at least, try to listen to what 
people say and draw some conclusion about that. Again, if I 
thought otherwise, I would not hesitate for a minute to tell both of 
you gentlemen what I thought about that. 

My impression was that it was a Pharaon transaction, that he 
was not acting on behalf of anybody, that he marched to his own 
orders, he knew what he wanted to do, and that, obviously, he had 
a relationship with BCCI. 

.1 think at some point in time, this is where you get into this land 
of you’re going to have to ultimately find the truth. And I hope 
and pray that you do find the truth about the whole situation be- 
cause I’ve been mystified, as I’m sure other people have been mys- 
tified, about this whole developing scandal, problems, and what 
have you. And that is that, at that point in time, again, you had a 
situation where you could not eliminate BCCI from any involve- 
ment because you had Mr. Abedi there. 

Dr. Pharaon, as I understood — I didn’t know this first-hand — I 
think the way Mr. Abedi had characterized him to me early on was 
that he was a significant shareholder in BCCI. I don’t know that. I 
subsequently have read that perhaps he was the largest. I don’t 
know that. Mr. Abedi did not characterize him as the largest. I 
think he just said that he was a significant shareholder. 

So BCCI was never any secret to anybody. They were out there 
all the time in regard to the whole of the circumstances. And, 
therefore, you can come back and, in the light of retrospect, obvi- 
ously make certain conclusions that would be difficult to refute. 

I can only tell you what my impression was at the time. 
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Senator Kerry. But that’s very important and that’s exactly 
what we’re asking for here. We are trying to find the truth and 
we’re trying to find out what happened and how this could have 
happened. 

Mr. Lance. Absolutely. 

Senator Kerry. Obviously, I mean you’ve just used a word that 
Clark Clifford used, “mystified.” I t hink it is helpful to understand 
what the picture was that people had at the time and then how 
that picture changed as you went along. 

Obviously, one of the interesting questions here is what did you 
know and when did you know it 

Mr. Lance. Absolutely. 

Senator Kerry [continuing]. That awful question that keeps 
emerging in Washington. 

It seems to me that there is considerable evidence — and I’m not 
drawing conclusions at all at this point — but considerable evidence 
at the early stage a group of Americans could easily have believed 
that this Middle Eastern investor group, or whatever entity it was 
acting under Abedi, was coming in with a lot of money and legiti- 
mate interests. It was petro-dollar time, as we all remember. 

Mr. Lance. That’s correct. 

Senator Kerry. There were a lot of bucks around. There was a 
lot of opportunity. And people sought to take advantage of it. 

I find it very interesting when an insider in the bank and docu- 
ments sort of contradict the face of what created the mystery to 
you and to Mr. Clifford and others. And then you begin to go down 
the road and say well maybe something began to change some- 
where. 

That’s sort of, I think, the larger question here. In my own mind, 
I have reservations that anybody got into this thing knowing the 
full story about BCCI from the outset. But we need to go further, 
obviously, to understand it. 

Mr. Lance. Well, certainly I think that you are at the point of 
the critical questions that need to be asked, and, hopefully, there is 
an answer there somewhere that is the truth. 

Senator Kerry. Well, I know that you have some more to shed 
on that as we go along here chronologically. So I don’t want to in- 
terrupt you. 

Mr. Lance. And, as I said, I wanted to try to put both of them 
into proper context for both of you, though, so that you would un- 
derstand that all of these things were taking place at a very encap- 
sulated period of time. 

Now, obviously, the process slows down in regard to the acquisi- 
tion of Financial General. The process involving the acquisition of 
NBG moved ahead and went its own way, and that is another story 
that obviously you will get back to in some form or fashion. 

The Financial General transaction began to slow down for obvi- 
ous reasons. There were lawsuits that were instigated. I guess the 
way the Government would refer to them is a private litigation 
versus a governmental litigation. The SEC got involved in the con- 
troversy. 

There was a consent order signed by myself and other people 
who were involved in regard to the 13(d) situation, as I recall. 
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Again, it’s been a long time. Basically, that continued a period of 
time, for a period of time. 

There was private litigation that was brought against the pro- 
posed takeover, if that’s a proper word, and so on that obviously 
also was happening during that period of time. 

So most of 1978, again, to try to put it in some proper timeframe 
for you — I know that you get so many dates and places and people 
and everything that sometimes it’s hard to keep it in an orderly 
fashion — most of 1978 was spent during, trying to put out a brush 
fire here, trying to end litigation there, and that sort of thing. If I 
am making myself clear to you. I’m just trying to give you some 
feel of what was taking place. 

There were meetings with, again, when I say the “shareholders,” 
that was my impression, that were the shareholders of Financial 
General, whereby I, Mr. Clifford, Bob Altman met with Mr. Abedi 
and Mr. Naqvi and Kamal Adham, to be specific, in regard to his 
investment. 

Senator Kerry. Did you meet with any of the other investors? 

Mr. Lance. Yes, sir. Ultimately, I had a visit with Sheikh Zayed, 
who was one of the investors, as I recall. 

I recall a meeting with Mr. Darwaish, who was involved in man- 
aging the Abu Dhabi Investment Trust, or something of that 
nature. I don’t think that’s actually the proper term. But he, obvi- 
ously, was an investment manager for Sheikh Zayed. 

I recall the conversation about Faisal Foulaig, who, at that point 
in time, was chairman of the Kuwaiti Airlines. I do not recall that 
I ever met him. I do not believe that I did. 

And, frankly, I did not meet any of the other shareholders, 
unless I may have, just by chance, met one of Sheikh Zayed’s sons 
and I didn’t really realize who it might be. I think he only has 60 
or 70, and having 4 boys, I have a hard enough time keeping up 
with them. So, when you get into that number, I just sort of wasn't 
sure. 

Senator Kerry. But you met, you are certain, with the two prin- 
cipal shareholders-to-be in the purchase of Financial General? 

Mr. Lance. Yes, sir. I think that’s a proper descriptive term. 

I really believe that Kamal Adham and Sheikh Zayed were the 
principal shareholders. I think that, obviously, there were these 
other two or three shareholders whom I did not know. But I think 
they were the principal shareholders. And I got the impression 
from the conversations that I had with Kamal Adham, in the pres- 
ence of, again, the people that I mentioned earlier — Mr. Clifford, 
Bob Altman, Mr. Abedi, and Mr. Naqvi — that he was perceived as 
being certainly one of the principal shareholders and would sort of 
lead the other shareholders and so on. 

Now, again, to try to put things in perspective for you, as you 
grapple with the complexity of this — and this is a complex issue. I 
mean, there are a lot of people, there’s a lot of culture differences, 
there are world differences and things of that type that I certainly 
don’t have to tell two distinguished Senators of the United States 
about. But all these things were there and it was complex. 

Now, again, I told Mr. Abedi in very direct terms that you have 
said — and, again, I don’t want there to be any inflection when I say 
“you have said” about there was any deceit or anything of that 
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type; what I say is what I say — but I’m trying to characterize the 
conversation that I had with him along this line which, again, I 
think is important to you. I said that you have said that these indi- 
vidual shareholders are people of wealth; that they are from the 
Middle East, primarily Arab investors. 

Now, whenever you start talking about investment in a U.S. fi- 
nancial institution, and certainly one that bears some degree of 
uniqueness in the sense that it is a multistate holding company 
which, at that point in time, were rare in that regard, that you’re 
going to have certain problems of perception, as well as reality, to 
overcome with regard to the way that the press in the United 
States covers this transaction with regard to whatever role the reg- 
ulators have to play, and so on. 

I think that’s important from your standpoint, to be able to come 
up with some way of dealing with that in the most direct fashion. I 
said I can only tell you what I would do in those sorts of circum- 
stances. 

You have told me that these are passive investors who have 
access to large s ums of money, who have no interest in managing 
or operating any sort of institution in the United States. They are 
not going to be on the board, they are not going to serve in any 
sort of management capacity. If that is the case — and I have no 
reason to think that that’s not the case — then what I would suggest 
to you is that you take an outstanding American citizen who has 
no blemish in regard to anything in a public sense, and you take 
the stock that these individual investors are going to own, and then 
you put that together in some sort of trust and give that trustee 
irrevocable voting rights about that stock, and you will have taken 
a major step in dealing with some of the perception problems that 
you may have about individual investors. 

Now, obviously, again, my comments about BCCI, if BCCI is in- 
volved, you must go through the regulatory process, you must 
make sure that there’s no question about anything that comes 
along. That was my advice to him then; that would be my advice to 
him now; and I expect that if my advice had been totally followed 
in that regard, perhaps we wouldn’t be here today talking about 
some of these things. 

Senator Kerry. On the issue of Sheikh Zayed, you went over 
there to meet with Sheikh Zayed, correct? 

Mr. Lance. I did. 

Senator Kerry. And you sought to persuade him to become in- 
volved in the purchase of Financial General Bankshares, correct? 

Mr. LANCE. No, I don’t think that’s a fair characterization. I 
think that he 

Senator Kerry. Did you suggest that he put up two of his sons as 
investors? 

Mr. Lance. No, sir. That was already done. That decision, as I 
recall, had already basically been made. 

Senator Kerry. This is in 1978? 

Mr. Lance. I think it must have been in 1978, Mr. Chairman. 
That’s what I would recall just off the top of my head in regard to 
the visit with him, because, as it turned out 

Senator Kerry. Did Abedi suggest you go visit with him? 

Mr. Lance. He did, and he was present. 
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Senator Kerry. During the meeting? 

Mr. Lance. We went to a bustard hunting location in Pakistan, 
which was outside of Lahore. I notice that Peter Truell had a story 
about bustard hunting in regard to BCCI in the Wall Street Jour- 
nal this morning, and that was the area where Sheikh Zayed spent 
his time. It was during the particular time of the year. So it may 
have been, I would guess that was in February or March 1978, as I 
recall that particular time. 

But he had already made the decision about the investment, as 
far as I knew, in regard to Financial General, and that his sons 
were involved. 

Senator Kerry. After you made that trip, did you come back and 
meet with Clark Clifford and Bob Altman to report to them on 
that? 

Mr. Lance. I’m sure that I did. I don’t recall a specific meeting 
in regard to give them any report about that. As I said, Mr. Clif- 
ford and Bob and I had met with Kamal Adham and Mr. Darwaish, 
and I believe those were the only two in London. So I’m sure that I 
told Mr. Clifford and Bob of that meeting with Sheikh Zayed. 

Sheikh Zayed, and again, in your interest, the interest of this 
committee, I think it might be well if I gave you some sense of the 
flavor of that meeting as it related to things other than the circum- 
stances of a banking investment. 

Senator Kerry. I was just about to ask you that. I was going to 
take advantage of the fact that we slid on to Sheikh Zayed now to 
try to follow down that course of inquiry. So I would appreciate it 
if you would share with us the sense of those discussions because I 
think they are helpful in shedding some light on his involvement 
here. 

Mr. Lance. Let me try to describe Sheikh Zayed for the two of 
you. He was an interesting man at that point in time when I met 
him. Not only did he not speak English, I don’t think he under- 
stood the first word of English. That’s one of the few people that 
I’ve ever run into that didn’t understand anything that I was 
saying. 

I know I talk funny. But it was obvious that he didn’t have the 
slightest idea of what I was saying. He did respond to a smile, and 
I decided that might be the best way to communicate, particularly 
with all those folks running around with those falcons and every- 
thing else. Those falcons were a little bit more effective than the 
falcons I had been familiar with in Atlanta. So I didn’t want to 
take advantage of too much of the situation. 

But he was able to talk very definitively through an interpreter 
about his concerns of the treatment that he was receiving from the 
U.S. Government. That related to the fact that he had not had a 
good relationship with the U.S. Ambassador, and I don’t recall who 
it was at that point in time, but that he was being treated in a 
manner that really wasn’t befitting the strategic importance or the 
fiscal importance of the UAE and things of that nature. Basically, I 
would have imagined, Mr. Chairman, that we spent most of our 
time talking about that sort of thing, rather than actually talking 
about Financial General. That was not a big blip on his radar 
screen at that point in time, I don’t think. It subsequently has 
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gotten rather major, I imagine. But it, at that point in time, was 
not very big. 

But there was obviously a concern about the relationship of the 
United States to UAE, what was going to happen in the future, 
was there going to be this kind of concern shown to him and to his 
country as was shown to other Arab nations and things of that 
type. 

He was not, as I said, a sophisticated man and being able to talk 
about global implications. My big experience had been with Dr. 
Brzezinski, as you know, and he was no Brzezinski in regard to 
talking about what he wanted to talk about. But he had obviously 
a concern. 

Senator Kerry. Well, did he express to you pretty directly that 
he felt the United States discriminated against the Arab communi- 
ty in the Middle East? 

Mr. Lance. Well, not — basically two things that he talked about. 
One was obviously the call for even-handed treatment, which you 
have heard before. But he was basically, I would think, equally as 
concerned about discrimination as it related to the UAE vis-a-vis 
other Arab countries, and that they were obviously receiving more 
attention and more concern than perhaps the UAE was. And this 
was a matter of concern to him. 

Senator Kerry. Was this bank marketed to him somewhat by 
Mr. Abedi, as well as by you, as a means of getting a more equal 
playing field, that this would be advantageous. 

Mr. Lance. Excuse me. I didn’t mean to interrupt. 

I cannot really answer that because I do not know what conver- 
sations that Mr. Abedi and Sheikh Zayed may have had about Fi- 
nancial General. 

Senator Kerry. Did he not express that to you in some way in 
talking about leveling the playing Held and gaining some influ- 
ence? 

Mr. Lance. No, not really. And when we start talking about Mr. 
Abedi and so on specifically, I’ll try to cover that part of his per- 
sonality and what have you and the way that he responded to 
things, which may be of interest to you. 

I think that there’s one thing that is very important to be said at 
this juncture in the relationship that I saw with regard to Mr. 
Abedi and Sheikh Zayed and what that meant to an outside observ- 
er who obviously was not well versed in the ways of the Middle 
East and what have you. But I could understand what was being 
said because I had had the same experience as a country banker in 
Georgia, whereby you take somebody and you risk the assets of the 
bank by loaning them $5,000 to start a carpet mill, and then you 
read in the paper, you know, some years later that they sold it for 
$10 million or $15 million. You obviously have an appreciation and 
a respect that grows from that person toward you if all other 
things are equal. 

That was the relationship that I sensed between Sheikh Zayed 
and Mr. Abedi, that he was Mr. Abedi, who had, in effect, for lack 
of a better term, been kind and attentive to Sheikh Zayed when he 
was still wandering around in the desert and he had all his assets 
in his tent somewhere; and that it was not easy at that point in 
time; that the relationship with Mr. Abedi — and I think this is im- 
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portant to you as you search for the truth, to understand that that 
relationship went back a long way — and it went back before Sheikh 
Zayed became “the richest man in the world” at that point in time, 
with an income of some $4 billion or $5 billion, as the press report- 
ed; that there had been a relationship that had developed that Mr. 
Abedi had helped Sheikh Zayed when he had no real power or in- 
fluence or he was not the rules of the country . As I understand, his 
brother perhaps was. I don’t know all the history that I ought to 
know about that. 

But there was a unique relationship that related to the fact that 
Sheikh Zayed had absolute and total trust and confidence in Mr. 
Abedi, that whatever Mr. Abedi said or suggested was something 
that Sheikh Zayed would look on with favor; that Mr. Abedi had, 
in effect, built the house where we were outside of Lahore without 
any guidance or direction from Sheikh Zayed, and it was that sort 
of relationship. 

It was very, very unique. 

Now if you want me to, I can contrast that relationship for you 
in the hope of being enlightening about what I’m trying to say to 
you. That was different than the relationship that Mr. Abedi had, 
that I saw, with Kamal Adham, for example, or that I saw with 
Ghaith Pharaon. And if you want me to — I don’t want to get far 
afield in trying to talk about relationships and so forth and so on. 
If it’s helpnil to you, I’ll try to tell you what that difference was. 

Senator Kerry. Well, I think it might be helpful if you could do 
it in succinct fashion. I think it would shed some light on it. 

Mr. Lance. Well, it was just a difference in the relationship. 

Kamal Adham, it appeared to me that he had respect and confi- 
dence in Mr. Abedi, and that he would listen to what he had to say, 
and so on; that Mr. Abedi had respect in a relationship with Kamal 
Adham. 

I never sensed that with regard to Ghaith Pharaon. That was an 
entirely different relationship. I guess that’s one of the reasons 
that I remain convinced that Pharaon was acting on his own behalf 
whenever he first acquired the National Bank of Georgia; that 
there was a difference in that relationship between him; there was 
a difference in the relationship between Kamal Adham and Mr. 
Abedi and Sheikh Zayed and Mr. Abedi. 

Senator Kerry. Now, did you come to believe or have a sense 
from those conversations that there was a link between the signing 
of the Camp David accords and the decision to try to purchase Fi- 
nancial General Bankshares? 

Mr. Lance. That’s an awfully searching question. 

Senator Kerry. I thought you had expressed some views with re- 
spect to that. 

Mr. Lance. Well, I t hink that the views that I had expressed 
about that related to the role that Kamal Adham might have 
played in regard to the Camp David accords and what have you; 
that there, was an opportunity there for Kamal Adham to have 
done the kind of work that he did with regard to Sadat’s visit to 
Jerusalem and that sort of thing, and subsequently playing a role 
in regard to satisfying some of the Arab countries with regard to 
the action that Sadat had taken, both in going to Jerusalem and 
also in the Camp David accords. 
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To tie the two together, no, sir. I don’t believe that 1 have ex- 
pressed that. 

Senator Kerry. What about Adham’s role within the intelligence 
community? 

Mr. Lance. The thing that I recall being told about Kama! 
Adham’s role in the Saudi intelligence community was the fact 
that he had been, in fact, the head of the Saudi intelligence activi- 
ties, and that he was well known in that regard, and that part of 
his “worth,” again, for lack of a better term, was to be able to play 
a significant role in regard to the relationship Arab-to-Arab that 
was taking place in regard to what else was happening. 

But it was very clear that I was told, as the other people were 
told — the “other people” being Mr. Clifford and then Bob Altman — 
that Kamal Adham was the Saudi intelligence chief. 1 never veri- 
fied that on my own, obviously. 

Senator Kerry. Now, after you left government, apparently you 
traveled to Pakistan on a diplomatic passport? 

Mr. Lance. There was a brief period of time that I had a diplo- 
matic passport still. But that was a relatively short period of time, 
as I recall. My subsequent friend, Mr. Safire, had a lot to write 
about it. You know, I remember the title of that column. It was 
“X00065,” and that was the number of that passport. And that 
happened to be my height. I’m glad they didn’t put my weight on 
there. But I recall that it was my height that was issued to me 
when I was Director of OMB. 

But that was a relatively short period of time. I don’t know that 
I even traveled on that passport, Mr. Chairman. I may have. 

Senator Kerry. The reason I ask it is because there have been 
all kinds of insinuations, innuendo, and allegations about intelli- 
gence. Here you’ve got Kamal Adham and this or that. I’m just 
trying to sort out who was doing what for whom under what guise. 

Were you traveling in any official capacity for the U.S. Govern- 
ment then? 

Mr. Lance. No, I was not. And I’m sorry if I misunderstood you. 

Senator Kerry. Now in the deposition taken of you by lawyers 
for the Middendorf group when the suit was taking place on Finan- 
cial General Bankshares and the takeover, Mr. Altman was repre- 
senting you at that time. During the questioning on the trip you 
took to Pakistan to meet with Mr. Abedi, Mr. Altman objected to 
your having to answer a question, and the question was what was 
the primary purpose of your meetings with Mr. Abedi in Pakistan. 

Is it inappropriate that at this point in time, since that is now 
some 12 years or so ago, to ask you what the purpose of the trip 
was and why Mr. Altman would have objected to your answering 
that question? 

Mr. Lance. No, sir. I really, it’s not inappropriate for you to ask 
me. I don’t know that I have any better answer than I would have 
had at that point in time. So why don’t you ask the question the 
way that you want to. 

Senator Kerry. Well, I think they have. Why did you go to Paki- 
stan? What was the purpose? 

Mr. Lance. Well, now, I made more than one trip to Pakistan. 

Senator Kerry. But in March, in February and March 1978, you 
went there to meet with Mr. Abedi. 
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Mr. Lance. That’s correct, and Sheikh Zayed. 

Senator Kerry. And that was the meeting that occurred? 

Mr. Lance. Yes, because that was, again, as I said, bustard hunt- 
ing season, as I recall, in Pakistan, and Sheikh Zayed was in resi- 
dence there. But there was no foreign policy implication or any- 
thing involved in regard to the trip. I really don’t know why Mr. 
Altman would have objected to that at that point in time. 

Senator Kerry. All right. 

The reason I’m sort of wondering and I’m trying to get at this is 
there was a memo sent to Mr. Abedi by Mr. Sami, whom you’ve 
mentioned, regarding the January 30, 1978. This was prior to the 
visits. But what this was regarding was the whole situation regard- 
ing the takeover effort of financial General Bankshares. He did a 
summary: “The situation of acquisition of Financial General Bank- 
shares is as follows:’’ Paragraphs 1, 2, 3, 4, 5, and so forth, through 
paragraph 14, and then signed Abdus Sami. 

Paragraph 11 of that memo, which I think you now have in front 
of you, says: “In view of the possibility of this contest and also for 
presentation of the holding company application to Fed, our 
friend” — and it’s our understanding from sources that “our friend” 
refers to you — “advised us that we may retain Mr. Clifford as chief 
counsel, the preparatory functions being handled by Mr. Metzger’s 
firm. 

“Accordingly, I met Mr. Clark Clifford and explained to him our 
strategy and our goal. He was happy to know the details and has 
blessed the acquisition.” 

Then, in the next paragraph, No. 12, “In the next few days we 
would start putting together material for a tender offer. To keep 
individual ownership to below 5 percent, we have to distribute the 
ownership to four persons of substance. We have already given the 
names of Sheikh Kamal Adham and Mr. Fulaij. We want two other 
names immediately. 

[The information referred to follows:] 
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Senator Kerry. Now, that seems to comport with the notion that 
the effort was then to try to get Sheikh Zayed to put up two sons 
or to get two other people to join into this. Is that fair? Is that the 
meaning of this? 

Mr. Lance. That’s not my understanding of what actually took 
place. 

Now, obviously, I have seen this document in recent days be- 
cause of other people that have asked me about it, and I have made 
the same response to them that I’m getting ready to make to you. 

It was my understanding that before I went to Pakistan at that 
period of time, that Sheikh Zayed was already one of the investors. 
I don’t know, Mr. Sami and I never had a conversation along these 
lines. 

Senator Kerry. Well, that may well be. The question obviously 
here is that there is a statement that Mr. Clifford has blessed the 
acquisition in a form that appears to be one to purposefully avoid 
the 5-percent problem and find a lot of people to spread around less 
than 5 percent, so that you actually wind up with a group, as you 
have referred to it, that is trying to make a purchase at less than, 
and wind up with a greater percentage. 

Mr. Lance. And I understand that, as I’m sure that you do. 

But let me hasten to say to you that I think that the record at 
some point in time will show that the intent always was that there 
would be some sort of total offer for Financial General. And so, the 
20 percent in my mind — and, again, I’m only talking about what 
my state of mind was at that point in time— that really was imma- 
terial, because you were going to cross that level anyway if you 
went ahead and made some sort of tender offer or some sort of 
total purchase of Financial General, which was always my under- 
standing that ultimately they would do. 

This was in the very early stages, and I guess that — well, I 
shouldn’t guess, but if you want me to I will — I would guess that 
Mr. Sami’s concern was that he didn’t want to have happen what 
ultimately happened fairly quickly in regard to being accused of 
hostile takeover and having a group that exceeded 20 percent, and 
so forth and so on, because of purchases that were being made at 
that point in time, as I recall. 

Now, I was not involved, Mr. Chairman, in regard to the actual 
purchase of the shares except with several conversations that took 
place, some of which I think are referred to in that document 
about Mr. Casey, for example, who was a major shareholder of Fi- 
nancial General and a big, big shareholder of the class A shares, as 
I recall. I had a relationship stemming out of the NBG relationship 
with General Olmstead, so I had conversations with him about that 
instance, and so on. 

But, basically, I think that you will find that all of the acquisi- 
tions of shares were basically handled by Mr. Sami, and he was the 
man who was responsible. I was not involved in that. 

Senator Kerry. We now been joined by the chairman and Sena- 
tor Pressler. 

Mr. Lance. Senator Pressler, Mr. Chairman. 

Senator Kerry. We’ve gone chronologically so far. I think it’s 
been helpful to do that. But at this point I want to ascertain 
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whether the chairman or Senator Pressler have any opening state- 
ment they want to make or any questions up until this point. 

Mr. Chairman? 

The Chairman. I have no opening statement at this point. But I 
appreciate your having these hearings and moving them along. I 
don’t have any questions. 

I am quite happy to see Mr. Lance and we wish you all well. 

Senator Kerry. Senator Pressler, I’m going to let Senator Brown 
question first, but if you want to make a statement, that’s fine. 

Senator Pressler. OK. 

I’m not a member of this subcommittee, but I’m here just to fill 
in some blanks in my own mind. I commend the chairman and 
ranking member for their work and the witness for his openness. I 
will have some questions or I will submit them for the record. 

Senator Kerry. Well, let me turn to Senator Brown for questions 
at this point. 

Senator Brown. Thank you, Mr. Chairman. 

Mr. Lance, you had served here in Washington before I came to 
town. My recollection of those years was that you were battling 
with some outrageous deficits of $20 billion, $30 billion, $40 billion. 

Mr. Lance. That’s correct, sir. 

Senator Brown. At the time, I thought that was irresponsible. 

Mr. Lance. I understand. 

Senator Brown. Since then, the standards seem to have been re- 
vised somewhat. But time does seem to put things in perspective. 

Mr. Lance. It depends on whether you’re pitching or catching, I 
guess, Senator. At that point in time, we were trying to do both. 

Senator Brown. Well, more so here than out in the real world. 

I have followed you with some interest for many years and I add 
my appreciation to your coming today. 

If you wouldn’t mind — I know this is pretty basic — but you could 
help us put this in perspective, or at least help me put it in per- 
spective. Looking just at the piece of this puzzle with regard to the 
National Bank of Georgia, if I understand it, part of the concern 
here is a pattern of buying banking interests in nominees’ names, 
rather than disclosing BCCI’s interest. 

With regard to the National Bank of Georgia, I take it, in look- 
ing back at it, though you didn’t know it at the time, that part of 
the problem here was that the purchaser was really a nominee for 
BCCI? 

Mr. Lance. No, sir. I hope I haven’t given that impression 

Senator Brown. No. I’m trying to nail down 

Mr. Lance [continuing]. That I thought that at any time even up 
until now. 

What I tried to say was that I can understand with subsequent 
events where you may reach that conclusion, other people may 
reach that conclusion, and that, in fact, may be the truth. And I 
know again that that’s what we’re all seeking to find out because 
I’d like to know the truth. 

But everything that I saw take place and everything that I was 
told related to the fact at that point in time that Dr. Pharaon was 
acting on his own behalf and not acting on behalf of BCCI. 
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See, where I have difficulty, Senator Brown, is the fact that I 
would have not hesitated to have BCCI try to get Fed approval. I 
mean, I don’t understand that part of the whole thing. 

Was there something there that they couldn’t get approval 
about? Or what were the circumstances? Dr. Pharaon wanted to ac- 
quire NBG. He was able to acquire it. He had to get change of own- 
ership control and all of the other regulatory things. But I never 
saw any reason if it had been, in fact, BCCI in transaction, why 
they would not have done it directly, because there was no secret 
about BCCI out there. BCCI was a part of those lawsuits. BCCI was 
noted in the press. Every time they mentioned me, they mentioned 
BCCI, I think, at that point in time. So there was no secret about 
it. 

For that reason, I guess I assumed at that point in time and I 
assume to this time that these were people who knew what they 
were doing, ostensibly, from the standpoint of making an invest- 
ment. 

Senator Kerry. If you would just yield for a moment 

Senator Brown. Sure. 

Senator KERRY[continuing]. Didn’t the Bank of America’s 30-per- 
cent ownership make that impossible? I mean, it was impossible for 
BCCI to do it directly. 

Mr. Lance. That may be correct, Mr. Chairman. I expect that it 
probably is. 

; Senator Kerry. I mean, that’s the answer to your question. 

Mr. Lance. It may be. I expect that that does answer the ques- 
tion. 

But it was also my understanding at some point in time along in 
there that Bank of America was divesting themselves of the invest- 
ment. 

Senator Brown. Well, these are pretty basic questions. 

Mr. Lance. I didn’t mean to take that long to try to respond. 

Senator Brown. No, no. I assume Dr. Pharaon financed his pur- 
chase of the stock. I realize this is a number of years ago, but do 
you recall, did BCCI finance this purchase? 

Mr. Lance. It’s my understanding, Senator Brown, from docu- 
ments that I saw in the last week or so, that in the proxy state- 
ment there was the declaration that BCCI had, in fact, financed 
part of the purchase price. I don’t remember what the amount was. 
As I said, I was not in a management position at NBG. So I really 
didn’t see those documents. I didn’t have any role in having them 
prepared or anything of that type. But I saw a copy of the proxy 
statement. I’m not sure I’d ever even seen it before. But I was 
handed one a couple of weeks ago and they pointed that out to me. 
That’s in there. So that’s a matter of public record that was there. 

So the answer to your question is yes, I think that’s correct. 

Senator Brown. My recollection is that, this time, during this 
period there was, and I suspect still continues, a limitation on the 
amount, on the percent of a stock transaction, a banking stock 
transaction, that’s financible. In other words, this is not something 
you can loan 100 percent on. At this point or period of time, it 
would have been something in the neighborhood of 50 percent 
that’s financible. 
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I assume that applies only if it’s a publicly traded stock. But the 
National Bank of Georgia was publicly traded at that time. 

Mr. Lance. It was. Yes, the National Bank of Georgia was public- 
ly traded. 

I would not think, for example — and, again, haven’t thought 
about this in a long time — but I do not think, for example, that 
BCCI would be subject to whatever the U.S. regulations might be, 
if any, as a percentage of the stock value that they would loan. 

Do you understand what I’m trying to say? 

Senator Brown. Yes. 

Mr. Lance. That BCCI, being a foreign entity, that they wouldn’t 
be bound by margin requirements in the United States and what 
have you. 

Senator Brown. I was trying to figure out why this method of 
operation, going through nominees rather than purchasing direct- 
ly, and the chairman has obviously indicated the potential problem 
with the Bank of America. But even over and above that, would 
being registered as an owner of U.S. banks have an implication 
with regard to review of BCCI itself? Is that a possible reason here? 

Mr. Lance. Well, yes, sir. I think that, obviously, if BCCI had 
been the entity that had gone the approval route for ownership, 
then obviously they would be subjected to the regulatory require- 
ments that would be imposed on other holding companies, and 
what have you. And that may well be a reason if that exists. 

As I said, I think the chairman did have the proper response as 
to why BCCI probably didn’t do it at that point in time, because of 
the Bank of America ownership, that they would be precluded from 
it. 

But my idea about it always was look, you know, go to the regu- 
lators, and if you get approval, OK. If you don’t, you know, OK. 

But that was obviously not the decision that was there. And, as I 
say, again, we’re talking in nuances from the standpoint of the dif- 
ferent hats that Mr. Abedi wore that I understood, that he had this 
hat that I described, and another hat and another hat. And so, 
always I guess the bottomline of it is that there was a relationship 
with BCCI that the regulators had full knowledge about. They only 
had to read the newspaper in order to find that out, that here was 
a commonality of stock ownership. You had Mr. Pharaon, who was 
purchasing NBG, but he also was a shareholder in BCCI. That’s a 
relationship. His investment adviser, for lack of a better term, 
again, was Mr. Abedi, who was the founder and managing director 
of BCCI. So you had all of these recurring relationships that were 
there. 

If I had been the regulators and had been the other folks in- 
volved, I would have questioned what was the BCCI relationship 
just as a matter of course. As things went ahead, I guess at some 
point in time that was questioned by certain regulators. 

Senator Brown. One of the things we’ll be looking at later this 
week is the background knowledge that Mr. Altman and Mr. Clif- 
ford may have had with regard to BCCI and their activities. 

I introduce the question that way because, if I understand it, 
they acted as your counsel through part of this. 

But I wanted to try to get a handle on what information they 
would have had through your experiences. If I understand what’s 
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been said here today, you indicated that they were involved in get- 
ting some background on the principals here and that they were 
involved in the whole process you went through with regard to the 
13(d) situation with the SEC. 

Mr. Lance. That’s correct. 

Senator Kerry. Any other involvement? 

Mr. Lance. Well, yes. I did not bring into the chronology how all 
that took place. If I have your permission, this might be a good 
time for me to try to do that, to put it into proper perspective, 
again, from a chronological standpoint. 

As I said, Mr. Clifford had taken on the chore of representing me 
on Labor Day weekend in 1977, when I was subjected to reed at- 
tacks in the press by certain Senators and what have you. And so, 
he had agreed to represent me as things progressed from that point 
on. That did progress fairly rapidly. 

When I went to him after that, in October, about Mr. Abedi and 
BCCI, obviously it made sense to me, again from my own personal 
viewpoint, that, ultimately, that I thought that Mr. Clifford ought 
to be Mr. Abedi’s counsel in regard to what he was doing. I had, 
and have, great respect for Mr. Clifford, and it made sense that he 
had knowledge because of his representation of me. He had done 
the due diligence that he reported back to me on from the stand- 
point of BCCI and Mr. Abedi. 

So, somewhere along the way, I brought Mr. Abedi to Mr. Clif- 
ford’s office and introduced Mr. Abedi to Mr. Clifford and to Bob 
Altman. Mr. Clifford then, as now, was very precise in everything 
that he did, and his manners and actions, and so forth and so on. 

He’s not changed any from my observation of him at the House 
Banking hearings. He was very precise in talking to Mr. Abedi and 
saying to him: Look, I think that what you’re talking about makes 
sense here in the United States, that sort of relationship. 

Now, I have to tell you that my impression — and that’s all that it 
was because of just my knowledge at that point in time — is differ- 
ent than what Mr. Sami has in this cable or telex or whatever it 
was, where he says that he’s reached agreement with Mr. Clifford 
to represent BCCI. 

I thought that that had taken place really in a little bit different 
manner, in effect; that I said to Mr. Abedi: Look, it’s my recom- 
mendation that you retain Mr. Clifford as your counsel, again, 
wearing these different hats that were there. I don’t know where it 
was actually said as BCCI or in relationship to your representing 
individual investors, that sort of thing. But that was my recom- 
mendation. 

I really thought that that took place sooner than this, just from 
your standpoint. I don’t know that that’s material or it makes any 
difference. But that’s the way it all came about, because I felt 
strongly — would be a pretty good term — that Mr. Abedi needed 
the guidance and direction of somebody like Mr. Clifford. 

Senator Brown. Any other contacts that you’re aware of be- 
tween BCCI and the events that led to the acquisition of First 
American or what turned out to be First American? 

Mr. Lance. Let me, if you will, maybe move on just a little bit 
past the litigation area and so on and sort of bring again back to 
you what had happened to Bert Lance in the process of timeframe 
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considerations and that sort of thing, which I, again, think will 
raise questions or maybe answer some that you already have 
thought about. 

In 1978, as I said, basically, that was putting out fires, litigation, 
depositions, all the things that make lawyers happy, and so forth 
and so on. During that period of time, there were other actions 
taken that I am aware of that I can simply just tell you in passing, 
so that you’ll know what my recollection is. 

I ultimately was a “Humphrey-Hawkins Act for lawyers” in my 
own legal problems. I had more than I knew what to do with. This 
situation in 1978 sort of became a Humphrey-Hawkins Act for at- 
torneys in New York and Washington, and what have you, because 
Mr. Clifford and Bob decided that, with the SEC action and so on, 
that the whole group needed — again, I use that word in the context 
in which I have tried to explain to you — needed professional coun- 
sel that knew something about securities and all this, that, and the 
other. 

That was when the Wachtel, Lipton lawfirm was retained, and 
Marty Lipton became the lawyer who was involved in overseeing 
the depositions and so on. 

It again made sense to me that, if you’re going to do things in 
the United States, that you need to try to get people who are 
knowledgeable, who know what they’re doing, and know how the 
process takes place in this country. And so, ultimately, Kidder Pea- 
body was retained as an investment banking consultant in regard 
to this. I know that you’re aware of that. 

So that sort of thing was going on at the same time. 

During that period of time, there were visits back and forth to 
London. I cannot tell you how many times, but there were several 
visits that were back and forth in talking about the litigation and 
what was happening, and trying to keep Kamal Adham and people 
who were the shareholders informed. As I said, I didn’t know any 
of them. 

Well, basically, that carries you through 1978, I guess, from the 
standpoint of the calendar year itself. All the time that that was 
going on, I had my own difficulties that were very well-known in 
the press that were taking place. I was the subject of many investi- 
gations that had started as a result of my testimony to the Senate 
and what have you in September 1977. 

There were grand jury investigations going on in Atlanta, and so 
on. So I had to start thinking about what was going to happen to 
me in that regard. 

Basically, to again just — I’m not proud of it by any means — but 
to give you again the chronological aspects of what was taking 
place, I was indicted on May 23, 1979, as I recall, and I will not be 
like some of the press folks have been. I was also acquitted on 
April 30, 1981, after a 16-week trial, which was the longest crimi- 
nal trial in the history of the northern district of Georgia. 

Sometimes the acquittal part seems to get lost in the process 
when they write about me, and I do not think that’s appropriate or 
proper. So I have a built-in sensitivity to have to make sure that 
that’s thoroughly understood, that I was acquitted, after having 
gone through that process. 
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But, beginning in, well, I guess from a personal standpoint I 
knew all the time that what ultimately would take place was what 
did take place. I thought that ultimately I would be indicted and 
that 1 would face trial and that ultimately I would be exonerated 
and acquitted. 

But you can imagine that, from that standpoint on, beginning in 
late 1978 and early 1979, there were tremendous leaks coming out 
of the grand jury in Atlanta about what was going on. It was sort 
of like every day there was a story: well, the indictments will come 
down tomorrow; if not tomorrow, next week — and that sort of 
thing. 

So, basically, in all of 1979, I was out of the picture as it related 
to BCCI, as it related to Financial General, and so on. Those things 
went on that related to the acquisition of the stock. Senator, I’m 
really not qualified to testify to you about all those things because 
those were not firsthand knowledge to me. I had my hands full. So 
I was trying to take care of that matter first and foremost. And 
that was what I did. 

Now, subsequent to the indictment and the trial and the acquit- 
tal, after the acquittal, then it was obvious that, as I recall, from 
keeping up with the press coverage and what have you, that the 
acquisition of Financial General was going forward. I wanted to at 
least have some resolution of whether or not I was going to be in- 
volved any further in anything relating to Financial General or 
just what the case might be. 

And so, I guess that, again, you have the records, and I won’t try 
to quote a definite timeframe situation, but I think it obviously was 
some time in 1980, when the application that is in question — in 
question, being what facts were disclosed — was filed by Mr. Clifford 
and Mr. Altman. 

Is that correct, that it was in 1980? [Senator Kerry nods affirma- 
tively.] 

The truth of the matter is that, at that period of time — and I 
think that decision had already been reached by basically Mr. Clif- 
ford, Mr. Altman, and I'm sure by Mr. Abedi at their behest — that 
“Bert Lance was too controversial to be involved in the situation 
any further,” and I would bring down the wrath of the regulators 
and all the powers that be because of any involvement and so on. 

So, from that point in time, basically mid-1980, 1 really played no 
further role in regard to Financial General, BCCI, and what have 
you. That became a situation that, because of that feeling, because 
of that circumstance, that I was not involved. 

So my actual participation, I guess, actually stopped in 1979. For 
lack of a better time, I’d say midyear or something of that type. 

Now, my relationship with Mr. Abedi, from the standpoint of 
personal relationships, moved forward from that point on. And, 
while I was not involved in any form or fashion as it related to Fi- 
nancial General, National Bank of Georgia, or BCCI, as a banking 
entity, I did continue to have conversations and visits with Mr. 
Abedi. If you’d like for me to pick up in a chronological situation 
from that point on, I think perhaps I can do it, if that’s what you 
want me to do. 
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Senator Kerry. But I think not at this moment, unless Senator 
Brown wants to do that. I’d rather come back to some specific 
areas. 

Mr. Lance. OK. But basically, that took place in 1980, after my 
trial and acquittal in Atlanta, that I was too controversial to be in- 
volved. So I had no role. 

I might add, just as a freebie, I was never contacted or asked any 
questions about anything before the Federal Reserve. 

Senator Brown. What did it cost you to prove your innocence? 
You certainly don’t have to answer that question. 

Mr. Lance. Oh, no, no, sir. I’d be glad to. It’s hard to tell. Specifi- 
cally, $1,226,000 for just the legal fees. That doesn’t mention 3 
years of sterility of being able to do anything and impotence in 
regard to being able to do anything except worry about your own 
hide in that regard. 

So it was a costly experience. The Government spent, as best I 
could tell, some $7 million or $8 million. That was a large amount 
of money at that point in time, because it’s been several years ago, 
as you said, when deficits were only $25 billion or $28 billion. So 
we can see the difference. 

Senator Brown. Those were the irresponsible deficits. 

Mr. Lance. That’s correct. 

Senator Brown. The responsible ones are now. 

Mr. Lance. I understand. [General laughter.] 

Senator Brown. Well, you might have been better off if you were 
guilty. 

Mr. Lance. Well, that’s an interesting comment. Would you 
allow me the privilege of commenting on that since you raised it? 

I’ve often had those feelings because there’s something wrong in 
our country, Senator, that relates to people who win in that proc- 
ess, win being acquittal. 

The system itself is skewed so that innocence becomes an aberra- 
tion. You’re not here to talk about the justice system and so on; I’d 
like to have that opportunity some time, at some point in the 
future. 

You see, what happens in our system, if you’re guilty, then you 
get rehabilitated, and everything is great. You know, you make a 
sudden comeback and so on. 

When you get acquitted, then, you know, the system messed up 
and so you’re always suspect. I feel very strongly about this sub- 
ject, that there is something we talk about in this country. We’ve 
had a public debate about the death sentence. But there’s also a 
living sentence that is involved. I happen to not be complaining 
about it. I simply say to you, as a matter of fact, that I’ve been 
under the living sentence for the last 14 years. I have great respect 
and admiration for Senator Danforth. He sat on my committee in 
September 1977, and he was tremendously fair to me, and I appre- 
ciate that and treasure that. But I noticed with great interest the 
other day during the confirmation hearings for Justice Thomas 
that he said it had been 103 days of trauma, tribulation, and things 
for Justice Thomas. You really ought to try 14 years, and you’ll get 
a little bit different perspective. 

That’s what I’ve been subjected to. 

Senator Brown. Thank you. 
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Senator Kerry. Thank you very much. Senator Pressler. 

Senator Pressler. Let me just ask a couple of questions on mat- 
ters that 1 have been following. 

These are not unfriendly questions just things about which I am 
curious 

Mr. Lance. I understand. 

Senator Pressler [continuing]. And if you’ve already covered 
them, please say so. 

Now you were a consultant, as I understand it, to ICIC, which 
was BCCl’s affiliate in the Grand Caymans. How much did they 
pay you and for what services? 

Mr. Lance. Senator, let me respond to you in regard to this, and 
I don’t want you to misunderstand my reluctance to respond to 
that question. 

I recently was subjected to an SEC deposition in regard to this 
whole situation, and it appeared to me that the purpose of that 
process was nothing but harassment of me. They wanted to spend 
all their time talking about that. All that is a matter of public 
record that was covered in regard to all the depositions and every- 
thing else. Most of it, the information, is also a part of the overt 
acts of my indictment. 

I have to tell you, honestly, that sort of got away with me when- 
ever they kept talking about that. And so. I’m in the position, 
strangely, of having said to them I'm not going to talk about that 
because I don’t think that’s appropriate. So it’s not appropriate for 
me to come along and then talk to you about it when I refused, 
because of the circumstances, to talk to them about it. I want you 
to understand where I’m coming from about that. 

All of that is a matter of the public record. 

Senator Pressler. OK. 

Senator Kerry. Let me just say, Senator Pressler, that I had 
agreed with Mr. Lance that I really didn’t think it was necessary 
for this committee to go back through the very process he has just 
alluded to 

Senator Pressler. OK, fine. 

Senator Kerry [continuing]. In the context of his answer to Sena- 
tor Brown’s question. I think it isn’t really what the committee is 
interested in. 

Senator Pressler. OK. 

Now, in Mr. Clifford’s book, he notes that, after you left the Gov- 
ernment and returned to Georgia, for a time flew Mr. Altman to 
Atlanta once a week to counsel you. For what period of time did 
Mr. Altman continue to provide counsel to you, and during this 
period on how many occasions did you discuss BCCI with Mr. 
Altman? 

Mr. Lance. Let me try to respond to those several questions. 

I don’t recall that he actually came every week to Georgia. We 
talked on the telephone a lot, Senator Pressler, during that period 
of time, obviously because they still represented me in regard to all 
the different things that were happening to me. And so, I had nu- 
merous conversations with Mr. Altman. 

Now, at a certain point in time, they felt like that I ought to 
retain other counsel with regard to the criminal charges that I per- 
haps was facing, and so forth and so on. Obviously I did that. I re- 
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tained Nick Chivlis, in Atlanta, to be my counsel there, and also 
had a Washington counsel that was recommended by Mr. Altman 
that you probably have rim into during the course of these hear- 
ings, Hank Shulte, who has been a former assistant U.S. attorney 
here in Washington. 

But I was not say that, I’m not questioning what Mr. Clifford 
writes, you understand. I just don’t recall Bob Altman coming to 
see me every week because there wasn’t a whole lot to talk about. 

But, when I met with Bob Altman, we obviously talked about Fi- 
nancial General and things of that nature. 

Senator Pressler. OK. 

Mr. Chairman, I may have some more questions for the record. 

Senator Kerry. Thank you very much. Senator Pressler. 

Let me try, if we can, to focus again on sort of BCCI and the rela- 
tionships that it had and some of the things that you learned. 

One of the questions that keeps arising is the relationship that 
BCCI apparently had with the intelligence community, intelligence 
sources, and so forth. It’s my understanding that you — well let me 
ask it this way. 

Did Mr. Abedi ever discuss with you the Central Intelligence 
Agency? 

Mr. Lance. Yes, he did, Mr. Chairman. That’s an important part, 
I think, that ultimately will relate to this whole circumstance of 
what you’re looking at and what the ultimate conclusion may well 
be. 

Senator Kerry. When did you first hear of any intelligence link 
to BCCI through Mr. Abedi? 

Mr. Lance. It was in 1983, I believe, in the fall, about this time 
of the year. I had — let me go back just 1 minute, if you don’t mind, 
just simply from the standpoint of giving you the whole of the cir- 
cumstance. 

Senator Kerry. That’s fine. 

Mr. Lance. There has been much made about the fact that I in- 
troduced Mr. Abedi to President Carter. That took place in August 
1982. 

I did that for two basic reasons. One was at that point in time, 
Mr. Abedi had a young daughter who probably was 8 or 9 years 
old — if that’s a reasonable guess. He always had said that he 
wanted to have the opportunity to have a picture made with her 
and him and Mrs. Abedi and President and Mrs. Carter. That was 
one reason for the visit. 

The other reason was that, at that point in time, President 
Carter was seeking funding to build his library, and he was travel- 
ing all over the United States, as well as the world, in order to ac- 
complish that. I felt that Mr. Abedi would be possibly a benefactor 
of the Carter Library, which he turned out to be. I thought that, in 
addition to that, that he and President Carter had a commonality 
of interest in regard to what President Carter wanted to do with 
the rest of his life, and that was to deal with the circumstances of 
hunger and health around the world, predominantly in the African 
countries, and that Mr. Abedi had banking institutions there and 
could be helpful. 

That was the beginning of that relationship. 
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I went with Mr. Abedi and Mrs. Abedi and the daughter to 
Plaines in August 1982, as I recall. We went, we landed in Albany. 
This was, I guess, my only trip on the famous BCCI airplane at 
that point in time. 

We drove to Plaines and went to President Carter's house. There 
was an immediate relationship that developed between the two of 
them. You could sense it as they talked to each other there in the 
living room of the Carter residence. That was where that relation- 
ship began. 

As a result of that, Mr. Abedi did, in fact, make a contribution to 
the Carter Library, and, frankly, I’m not sure what the amount 
was. I’ve heard different amounts. Whether it was $500,000 or 
$800,000, I really don’t know. But there was that contribution 
made without any fanfare, without any blowing up about it, or any- 
thing of that. 

President Carter then moved on to the idea of conflict resolution 
in regard to the Carter Center that he established in conjunction 
with Emory University. He and President Ford had a symposium, I 
believe in October 1983, at Emory University campus — the library 
was not built at that point in time — and it was the beginning, as I 
said, of the conflict resolution idea that President Carter I think 
has been very successful in regard to. He invited people from the 
Middle East and so on to come and have a program and symposium 
and debate and things of that type on behalf of him and President 
Ford. 

Mr. Abedi came to that meeting. During the course of that meet- 
ing was the first time that Mr. Abedi ever talked to me about intel- 
ligence activities of the United States. 

Now, let me say to you as a prelude to that that it was very obvi- 
ous in the meetings that I had had with Mr. Abedi previously that 
he was extremely well versed in what was going on around the 
world; that he had relationships with world leaders; that he obvi- 
ously had access to intelligence activities that were taking place in 
regard to the Middle East and what have you. I assume that that 
either came from Kamal Adham or perhaps Ghaith Pharaon, 
which I was not sure of what intelligence relationships he might 
have. But he obviously had access to them. He spoke in world 
terms and so on. 

We went to the Carter Symposium and it was the beginning, I 
think, of worthwhile activities. As I recall, it was the first thing 
that President Ford and President Carter had done. When we left, 
I drove Mr. Abedi back to the hotel in Atlanta. I think he was stay- 
ing at the Ritz Carlton in Buckhead. It’s a 15- or 25-minute drive 
from Emory University over to the Ritz Carlton. 

During the course of that trip, Mr. Abedi said to me, he said I 
want to talk to you about something and I want to tell you some- 
thing that at some point in time may have great importance. 

I had always listened to Mr. Abedi whenever he prefaced any- 
thing by that sort of remark. And I said well, this would be a good 
time for you to tell me what it is that you want to tell me about. 
And he said well, this is very, very important and you need to be 
aware of it. He did not explain why I needed to be aware of it. He 
simply said that he wanted me to be aware of it and not to forget 
it. 
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What he said was, and I basically am paraphrasing him now, he 
said: From the precise moment that Ronald Reagan was sworn in 
as President of the United States, I have been on the CIA Watch 
List. And my every movement, my every act, whatever I do, per- 
sonally as well as through BCCI, is noted, watched, observed, under 
surveillance of the Central Intelligence Agency. 

He expressed concern, as anybody would, I think, under that sort 
of circumstance. I could I guess relate to some of that concern be- 
cause I know what it’s like to be the focus of that sort of interest 
and investigation and what have you. 

He mentioned that he had been not harassed — at that point in 
time it was not a good word. It might be different today in the cir- 
cumstances that we face. But he had been harassed at points of 
entry here in the United States whenever he tried to enter, things 
of that type; and that this was a matter of grave concern and he 
wanted me to know about it. 

I guess I showed my lack of sophistication and ignorance in 
regard, to respond to him because I said: Well, why, Mr. Abedi? 
The obvious question is that you say that this has happened. Why 
would you be subjected to this sort of surveillance and interest by 
the CIA beginning at a certain point in time? 

And he said something that was very interesting, Mr. Chairman. 
He said: You have to understand that I fall into the category of 
being a Third World liberal; that I’m concerned about problems of 
hunger, social concerns, housing, medicine, that sort of concern in 
the Third World. And I, in my own way, have tried to do some- 
thing about that; and I have a concern that is well known, and I 
deal and I’m involved with people around the world who philo- 
sophically also would be described as liberal Third Worlders. 

And he says: I would think that that’s in total opposition to what 
this administration — being the Reagan administration — would be 
interested in, and that I’m some sort of threat around the world 
because of my activities, and because of the growth and develop- 
ment of my bank, and because of what my concerns are. 

I thought that was a plausible explanation and a reasonable ex- 
planation, and that pretty well was the end of that conversation. I 
filed that away in my mind because it was really what he wanted 
me to do. 

I’ve thought about that incident an awful lot, especially as you’ve 
had these hearings as it relates to what has taken place in regard 
to all these accusations and facts and so on about BCCI and Mr. 
Abedi. I think that played a major role at some point in time in the 
history of that relationship. 

I have my own thoughts about that. It’s not fact, but it’s my own 
thoughts. And if you want me to tell you what they are 

Senator Kerry. I’d like you to share your own thoughts. You’ve 
admitted it isn’t a matter of factual certainty. But you are a 
thoughtful fellow. You’ve been around government. You know how 
these things work and I’d like to hear your thoughts on it. 

Also, I just want to ask you as a preface to that, did there come a 
time when you perceived that Abedi’s attitude and concern about 
the CIA had significantly changed? 

Mr. Lance. Yes, sir, totally and completely. 

Senator Kerry. Would you pick up there. 
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Mr. Lance. That was a fairly obvious thing, as best I could deter 
mine. This was determined in meetings that I would have with Mr 
Abedi from time to time. This was not on a regular basis or any- 
thing of that type. 

He had exhibited and evidenced concern, not fear in the normal 
sense of the word “fear,” but he had certainly shown concern about 
this being “on the Watch List.” Those are his words. I have no inti- 
mate knowledge of the way that they do things and so on. So I 
don’t know whether that’s proper. But that’s what he thought. 

And so, therefore, there was this great concern. There was an 
uncertainty about BCCI at that point in time. 

Subsequently, beginning in 1984, I would say, I sensed a change 
in Mr. Abedi, that he no longer had any concerns about visits to 
the United States, that he showed no concern about his ability to 
start banks, if that’s the proper term, in countries around the 
world, whereby at some point in time in the past he had talked to 
me about the difficulty in banks being formed vis-a-vis mainland 
China, for example, whereby, subsequently in 1977, I guess, he 
opened the first bank owned by a foreign interest in mainland 
China. All of a sudden that disappeared. There were no longer con- 
versations about that. 

Senator Kerry. You say “all of a sudden.” About what period of 
time? 

Mr. Lance. I would say beginning in 1984 and then subsequently; 
that he had an assurance, he had a sense about it. We never dis- 
cussed the CIA again, and I’m convinced, from my own personal 
knowledge of Mr. Abedi, that if that were still a problem to him, 
Mr. Chairman, he would have articulated that to me, because he 
and I did talk about that sort of thing, and We did talk about that 
sort of concern. 

I know that if he still had those concerns, at some point in time 
he would have articulated it and said something about it. 

Senator Kerry. And he never did articulate again a similar con- 
cern to you? 

Mr. Lance. No, sir, he did not. 

Senator Kerry. On the contrary, he exhibited a kind of confi- 
dence and almost impermeability to any kind of intrusion by CIA 
or anything else? 

Mr. Lance. And no limitation about any visits to this country or 
anything of that type. 

Senator Kerry. Whereas previously, he was very nervous about 
traveling here, isn’t that accurate? 

Mr. Lance. He Was nervous about traveling here and he, in 
effect, as I said, “harassed” is not probably the proper word, but as 
you well know, there are ways to make people feel welcome or un- 
welcome. It was very clear to me that, at that point in time, in his 
entry to this country, he was not made to feel welcome. He was put 
into holding rooms from time to time, that sort of thing that he 
actually talked about. I don’t know whether he was ever searched 
or anything of that type. I didn’t pry. 

Senator Kerry. But he never again had occasion to complain to 
you that that had happened? 

Mr. Lance. No, sir. He never mentioned the subject again in any 
form or fashion. 
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Senator Kerry. Have you ever met Abdur Sakhia? 

Mr. Lance. No, sir, I have not. 

Senator Kerry. You’ve never had a conversation with him by 
phone or otherwise? 

Mr. Lance. I’ve never had any conversation with him to my 
knowledge. 

Senator Kerry. Did you hear his testimony yesterday? 

Mr. Lance. I did not. No, sir. 

Senator Kerry. Well, the record should show at this point that, 
yesterday, Abdur Sakhia, on his own, made precisely the same ob- 
servations that you have and heard the same conversation from 
Mr. Abedi, to the effect that he told Abdur Sakhia and other mem- 
bers of the bank that he was concerned about the CIA, concerned 
about the capacity to travel, and that he was on the Watch List, 
and that just about at the same time you have described, that 
cloud seemed to be lifted and he displayed an optimism and so 
forth. 

So your observations are confirmed, in fact, by somebody who 
worked with him for 13 years and was a member of the bank. 

Let me ask you, now. You said you wanted to make some person- 
al observations or conclusions. 

Mr. Lance. The personal observation that I drew in my own 
mind as a result of those conversations — and let me hasten to add, 
I’ve never had that conversation with anybody connected with 
BCCI. I’ve never said to anybody who was an officer or any involve- 
ment with BCCI that here is what Mr. Abedi told me. He told me 
that in confidence, as far as I was concerned. He said: I’m telling 
you this because I think you ought to know it. So I’ve never had 
any conversation with anybody about that particular element of 
what happened. 

I don’t recall that I have ever even had a conversation with Mr. 
Clifford or Bob Altman about that in regard to what Mr. Abedi 
said. As I said, this is not fact. This is my supposition, and I think 
it’s something that your committee has the power, and I hope the 
ability, to reach out and make some conclusatory finding about the 
circumstance, because I think it’s important to all of us, as Ameri- 
cans, to know exactly what takes place. 

I understand the need for covert activities, and I appreciate that, 
and I respect the fact that intelligence is awfully important. But at 
some point in time, I think the record ought to be made very clear 
as to what the role of our intelligence agencies really are. 

I think at some point in time — and if I had to pinpoint a time, I 
would say in 1984—1 think there was obviously an overt effort by 
our intelligence agency to, for lack of a better term, to coopt Mr. 
Abedi and BCCI and, in effect, turn them into the bank of the CIA. 
I have no facts about thiw It is a conclusion that I have reached 
because of things that I have had happen to me, that I know about 
circumstances and so on. 

Senator Kerry. I want you to share one of those instances, what 
happened to you. 

Mr. Lance. All right, sir. 

The circumstance of why I say that I have reached that conclu- 
sion is that at a certain point in time in 1981, as I recall — it may 
have been late 1980, but I think it was more in 1981 — I had differ- 
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ent visitors in Calhoun, GA. Calhoun is a wonderful place, but not 
a whole lot of folks want to have to make that trip just for the fun 
of it because it’s 70 miles north of Atlanta and so forth and so on, 
and it’s not in a major marketplace that people visit and so on. So 
I’ve been highly complimented from time to time to have people 
come to see me in Calhoun. 

But during 1981, I had what I characterized as people who had 
some sort of intelligence background visit with me. This was some- 
thing that was obviously interesting to talk about and to hear 
about and so forth and so on. There was very little I could do about 
it. 

There was one gentleman who I think is very well known to 
those who deal in intelligence matters, by the name of Mr. Specter, 
who came to Calhoun and told me about various and sundry things 
that had been happening to him, and so forth and so on. He obvi- 
ously, I guess, just felt a kinship with somebody who had experi- 
enced some trauma and trial and what have you. 

But during the course of that event, there was a gentleman who 
came from London. I do not remember his name. I could not prob- 
ably identify him to you today if he were in this room. He ostensi- 
bly was there for the purpose of saying that he knew that I repre- 
sented people from time to time who had the capacity to make in- 
vestments; that he had a hotel in London that was for sale; and 
that there was a good opportunity, a classic opportunity, and what 
have you; that he would appreciate any response that I might be 
able to bring forward from anybody in that regard. 

And he said during the course of that conversation that sooner 
or later I ought to meet a certain individual who was a world class 
businessman, and that he felt sure that our paths would cross at 
some point in time in the future. 

I noted again what he said and moved on about my business in 
that regard. He left, and I subsequently never heard from him, and 
I have, to my knowledge, not seen him since then. 

The time came and went. That introduction to President Carter 
took place in 1982, in August. But in January, as I recall, in 1982, 
we had a Young Presidents Organization meeting in Hawaii that 
was unique in the fact that the YPO group happens to be a group 
of shakers and movers and doers, and vigorous, youthful execu- 
tives, and so on. They, at their universities, like to put together 
people who cause things to happen. 

And so, Peter Ueberroth and Chris Hemeter or people that I had 
known in YPO when I was a member — I don’t fall into that catego- 
ry I just described to you, Mr. Chairman, but the others do — Chris 
Hemeter called me and said would you talk to President Carter 
about coming to the YPO University. We’re going to have Presi- 
dent Ford, and this will be a great opportunity for former political 
rivals to get together and talk about the process, and so forth and 
so on. 

There were a lot of other people that were there. Bob Strauss 
was there. After him, you don’t need anybody else, I guess, in that 
regard. Dr. Teller was there, Davy Jones was there, Larry Silber- 
man was there. 

Senator Kerry. So it was a big and well-attended event. 
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Mr. Lance. It was a big, political grouping, I guess. Really, I 
guess you might say that it was President Carter’s coming out 
party, again, for lack of a better term, after the election of 1980. 
During 1981, as you recall, he didn’t get out an awful lot, and so 
on. 

So this was important, I thought, for a lot of different reasons. 
This was a program that he did appear, and that took place. 
During the time that I was there, on Maui, I had a call from the 
gentleman that I had been told that I might meet some time. He 
said: I am at the Kapalua Bay Golf Club and would like the oppor- 
tunity to visit with you and so on. Therefore, I’ve got a car and 
driver, and I’ll send somebody over to pick you up and we will have 
a chance to visit, and so on. I said that would be fine because it 
was the name that I had been given previously by the visitor. 

Senator Kerry. Let’s get back. Now you had this mysterious 
visit. I want to try to clarify this. 

You’d had a mysterious visit in Georgia twice, correct? 

Mr. Lance. I had more than that, but those are two that just 
came to mind. 

Senator Kerry. You had a number of visits. These were folks 
that you immediately sort of pegged as being intelligence types, 
correct? 

Mr. Lance. That’s correct. 

Senator Kerry. One of them gave you the name of a guy that 
you really ought to meet on some occasion? 

Mr. Lance. That’s correct. 

Senator Kerry. And nothing happened for IV 2 years. 

Mr. Lance. That was basically — well, it was not that long. It was 
probably in 1981. So it was 6 or 8 months. 

Senator Kerry. Lo and behold, you turn up at this Young Presi- 
dents meeting. President Carter is there; President Ford; and this 
fellow, by the name of Bruce Rappaport appears. Is that correct? 

Mr. Lance. That’s correct. 

Senator Kerry. And you knew that was the person that you had 
originally been told about by this mysterious person who came to 
see you. 

Mr. Lance. That’s correct. 

Senator Kerry. OK. Then what happens? 

Mr. Lance. Then I went and met with him and we talked about 
a lot of different things. He obviously was and is a world class busi- 
nessman. We developed a friendship at that point in time. He obvi- 
ously likes to play golf; I like to play golf. We played golf at differ- 
ent places. 

He made it very clear to me that he had a very close and defini- 
tive relationship with Mr. Casey, the Director of the CIA; that they 
went back a long way; that they had numerous contacts, and what 
have you; and that this was an important relationship to him, and 
so forth and so on. That basically was the type, circumstance, that 
was there. 

I drew my own conclusions after all of the other things happened 
with regard to what Mr. Abedi told me, with regard to what I per- 
ceived to be a change in his attitude, again for not having a better 
term to describe it; that, because of the relationship that Mr. Rap- 
paport had with Mr. Casey, that there was an interest in what my 
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relationship might be with Mr. Abedi on the one hand and what 
my relationship was with President Carter on the other; that there 
were numerous opportunities given in the course of conversation; 
that if, in fact, I was in the company of anybody who mentioned 
Mr. Casey, that if anybody in the Carter administration or Carter 
circle of friendships would know anything about the hostage prob- 
lem or anything else, that more than likely 1 might be one of those; 
that the perception was, whether that’s real or not, that I was close 
to President Carter, that we had a friendship that transcended my 
being a part of his administration and causing him some grief and 
turmoil in the process. 

I guess that the common application of my own thought process, 
Mr. Chairman, that I put to that was that, if I had any information 
or if President Carter had any information, that I would make 
some reactive statement whenever Mr. Casey’s name was men- 
tioned, and so on; that that would be something that would be nat- 
ural, and I would say well, you know, I’m delighted that you have a 
relationship with Mr. Casey, but I don’t happen to think much of 
the situation about this, that, or the other. 

That really was the — there was never any definitive circum- 
stance there. 

Senator Kerry. But you sensed at the time, you told us you 
sensed at the time that this was a defined, purposeful, intentional 
effort to try to elicit from you some kind of information and also to 
sort of send you a signal. Is that not accurate? 

Mr. Lance. That’s my — yes, sir. That was my feeling. 

Senator Kerry. You felt that back then? 

Mr. Lance. That was my impression. I don’t know about the 
sending of a signal. The sending of a signal may have been, you 
know, on the other hand, that if I had certain information or 
knowledge, then I would certainly, probably articulate it. 

Senator Kerry. Just in terms of sort of the circumstances that 
we’re dealing with here, and as you said, this is very complex. It is 
very, you know, it’s supposition at the time, and there are only sort 
of little threads that seem to connect and come together. But 
they’re fairly significant when you put the pieces together. 

Mr. Rappaport owns the Inter-Maritime Bank in New York — cor- 
rect — and did then? 

Mr. Lance. In Geneva, I believe, Mr. Chairman. 

Senator Kerry. Well, there is a New York 

Mr. Lance. Actually, my understanding was that the Bank of 
New York subsequently acquired an interest in the Inter-Maritime 
Bank in Geneva. If they have an office in New York, I’m not famil- 
iar with that. 

Senator Kerry. And Mr. Alfred Hartman is a director of BCCI 
and head of BCP, which is a BCCI subsidiary, and also serves on 
the board of Rappaport’s bank. 

Mr. Lance. I read that in a Wall Street Journal article by Mr. 
Truel. I don’t have individual knowledge of that relationship. 

Senator Kerry. But, without knowing of those links, without 
even knowing that somebody who was a very significant friend of 
Bill Casey’s had a link to BCCI through interdirectorships and so 
forth, without knowing any of that, you, on your own, and without 
knowing that Mr. Sakhia had these feelings, without knowing that 
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there was a $10 million payment to Khashoggi, without knowing 
that there were CIA bank accounts, as now acknowledged in docu- 
ments and so forth, without knowing any of that, you, on your own, 
drew the conclusion that this relationship had changed, and the 
conclusion you drew was that there had actually been a coopting, 
an overt outreach to Abedi, that he was comfortable, he knew the 
CIA wasn’t going to bug him, that he could kind of move his oper- 
ations with a certain sense of confidence. Is that accurate? 

Mr. Lance. That is totally and completely accurate, Mr. Chair- 
man. That is my view and that’s the conclusion that I reached as a 
result of my own experiences. 

Senator Kerry. Now let me go back. We’re going to wrap up 
here fairly soon and only will have to do a morning session here. 

Let me ask you about a link of that. A Mr. Irvani, an Iranian 
businessman, was one of the original shareholders, was he not? Do 
you know who he is? 

Mr. Lance. No, sir, I don’t believe I do. 

Senator Kerry. You don’t know him? 

Mr. Lance. Do you have any further description of him? 

Senator Kerry. Well, when you were involved in the original Fi- 
nancial General Bankshares takeover effort, you were leading that 
effort. This is back in 1977-78. 

Mr. Lance. Yes, sir. I would say that’s a fair characterization. 

Senator Kerry. It’s my understanding that Mr. Irvani, who is an 
Iranian businessman, was one of the original shareholders in that 
original Financial General Bankshares takeover effort. You don’t 
recall him as being such? 

Mr. Lance. No, sir, I do not. I don’t recall ever even hearing his 
name. 

Senator Kerry. It is our information that he knew Mr. Abedi 
very well and that he, in fact, had a consulting firm in Washing- 
ton, together with Mr. Richard Helms, ex of the CIA. 

You weren’t aware of that? 

Mr. Lance. No, sir. That’s new information to me. 

Senator Kerry. The questions are asked for a very obvious 
reason. There’s no secret here. The question is did this bank some- 
how gain an immunity or an impunity for its actions, its capacity 
to be able to act with impunity? Was there a reason that, after the 
CIA sent memos to agencies of the U.S. Government indicating 
that it had knowledge this bank was illegally owned, and indicat- 
ing — or illegally owned First American as far back as the early 
1980’s — and knowing that Senator Paula Hawkins had information 
about money laundering as early as 1984, somebody had to have in- 
formed her of that. It was raised with General Zia in Pakistan, and 
the FBI was on notice because somebody said there wasn’t an in- 
vestigation. I mean, all of this raises the significant question, 
again, of why this all went on. 

When you see the $10 million to Khashoggi, and you see the fact 
that the CIA had accounts there, the question just leaps up at you 
once again: did other interests of some individuals or agencies get 
in the way of other interests of U.S. policy being furthered? That is 
at the core of my comments at the opening of this hearing of what 
this committee began to look at and it’s the core of the questions 
about this bank that are still on the table here. - 
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We don’t know. I don’t have the answer whether or not there 
was this relationship. We’ll hopefully learn more about it. 

But there are certainly some key indications that something was 
going on there. Would you agree with that? 

Mr. Lance. I agree totally and completely, Mr. Chairman. And I 
would add, further, that, as you said that I used the term “mysti- 
fied.” I think that the people who knew Mr. Abedi at the point in 
time that we were talking about earlier, in the early 1970’s, are 
truly mystified by what has developed as a result of this. 

Now, it may be that BCCI is, from the outset, a criminal organi- 
zation, something that is bad, something that is wrong, and all of 
that. I don’t know that. I don’t have the knowledge that relates to 
all that. 

But I can only tell you that I, in my own thought process, think 
that the questions that you have raised and the comments that you 
have raised are questions that ought to be answered. Whatever the 
answers are, then that’s the way that it will be. 

But I think that it’s proper, I think it’s appropriate, I think that 
you and your committee are doing not only this country a service, 
but you’re rendering a broader service about activities around the 
world of a global nature that relate to financial institutions, the 
confidence in financial institutions that is so critical, and things of 
that nature that become all important. 

So I hope that you will find the answers. I think that, obviously, 
it ought to be awfully easy to disprove what role and what involve- 
ment the CIA may have actually had with regard to BCCI. 

Senator Kerry. Well, the CIA admits it had a role. They have 
publicly so stated. Mr. Kerr has agreed to be here Friday morning 
to explain to us more openly what some of that is. I might add that 
we had a telephone conversation yesterday, and he has suggested 
that there are certain areas that may, for traditional reasons, have 
to be conducted in closed session. We have certainly agreed that 
that may be true. But the committee is going to try to make some 
judgments after that about whether or not tradition is getting in 
the way of truth seeking or not. We’ll find out. 

Let me ask you a couple of other questions. 

Mr. Rappaport — he appeared in your life. He was fairly persist- 
ent, was he not, in pursuing you for a while? 

Mr. Lance. That would be a fair characterization. 

Senator Kerry. Describe it. What do you mean by that? 

Mr. Lance. Well, in the sense that he had gold tournaments in 
Europe that I was invited to, and we had occasion to visit when he 
was in this country and play golf. 

Senator Kerry. He would call you? 

Mr. Lance. Primarily. I’ve called him. It’s not a question of who 
called who, necessarily. I mean, we had a friendship relationship 
and that still exists, as far as I’m concerned. 

Senator Kerry. And was it your sense, Mr. Lance, that he was 
trying to elicit from you whether or not you had information or 
Mr. Carter had information, or friends around Mr. Carter were 
concerned about or were pursuing the issue of the “October Sur- 
prise?” 

Mr. Lance. That’s my impression, Mr. Chairman, that that was a 
critical element that related to the whole of the circumstances, and 
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that if anybody knew that happened to be close to President 
Carter, that perhaps I would know. Again, the irony of things con- 
tinue to come back into full focus, and you realize that irony some- 
times becomes a predictor of what will happen. And there’s no 
question in my mind that Mr. Abedi had an international reputa- 
tion for knowing circumstances in Iran, that he was well versed in 
what was taking place there. And, interestingly enough, the one 
subject that he and I never discussed, which I always have found to 
be very, very interesting as I try to filter things out in my own 
mind, is the fact that we never had a discussion about the hostage 
issue, the hostage situation in Iran. We never had any conversation 
about that. 

I have been tempted to ask President Carter if he and Mr. Abedi 
ever had any conversation about it. I have resisted that temptation 
up until this point. But I have always found that very interesting. 

But, again, you had the singular event of Bert Lance, who had a 
relationship with President Carter, who had a relationship with 
Mr. Abedi, being out there in full view and noted well in the press, 
and so forth and so on. 

I think obviously — I may be totally and completely wrong, and it 
wouldn’t be the first time that I’ve been wrong; I fall into that cat- 
egory quite frequently, unfortunately — but it’s something that has 
concerned me. It’s something that happened, in my judgment, to 
Mr. Abedi, and it may explain some of the things that have hap- 
pened in regard to BCCI. 

Now, let me hasten to say to you and to the public at large that 
none of that is license for illegal, criminal activities here or any- 
where else in the world. I think that, whatever they have done 
that’s of a criminal nature and bad things taking place, that cer- 
tainly they need to be punished to the fullest extent possible. And 
I’ve got no problem about that. 

I’m not here, Senator, as you well know, to defend BCCI. I’m 
here to tell you the truth, as I know it. I’ve told you the truth, as I 
know it. I may have left out things inadvertently. But I stand 
ready any time that I can assist this committee with regard to your 
seeking out the truth to tell you what I know. I will separate the 
two. I will tell you what I know and I will tell you what I speculate 
about, and there may be a vast difference between the two. 

Senator Kerry. Let me ask you another question. 

President Carter traveled a number of times with Mr. Abedi, 
didn’t he? 

Mr. Lance. Yes, he did. 

Senator Kerry. And he traveled a number of times on Mr. 
Abedi’s plane, or whatever, to China, to Africa. Am I correct? 

Mr. Lance. Russia. In fact, he made a trip around the world that 
I recall, simply because I’m proud of what the process was. In 1977, 
Mr. Chairman, President Carter made a trip, in effect around the 
world, because he went to China. That was when Mr. Abedi opened 
his bank there. Then they ended up, they went back through 
Russia and ended up in Newcastle, England. 

Senator Kerry. These span what years? These were sort of from 
when? 

Mr. Lance. This was a specific trip in 1977, because it was the 
10th anniversary of the Friendship Force, which is an organization 
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that started in Georgia, when President Carter was Governor, by 
Wayne Smith. 

Senator Kerry. Well, you introduced, you didn’t introduce Presi- 
dent Carter till 1982, to Mr. Abedi. 

Mr. Lance. No, I said 1987. Did I misspeak? 

Senator Kerry. 1987? 

Mr. Lance. If I said 1977, I’m sorry; 1987. 

Senator Kerry. So the trips from 1982 through the 1980’s, cor- 
rect? 

Mr. Lance. That’s correct. 

Senator Kerry. The reason I ask that is that I’m a little baffled. 
It’s my understanding, I mean, we all know President Carter is a 
very thoughtful, intelligent, and disciplined person, and it’s my un- 
derstanding that he has always debriefed the President, the Secre- 
tary of State, and perhaps other people on each of the trips that he 
made. 

Mr. Lance. That’s correct. That’s my understanding. 

Senator Kerry. And on each trip he would make, I gather he 
wrote a long memo to President Reagan, he wrote a memo to Sec- 
retary of State Shultz, and it’s my understanding this continues 
with President Bush and with Baker, even more warmly, perhaps. 

Mr. Lance. I think that’s a very warm relationship, and justifi- 
ably so, I think. 

Senator Kerry. It’s just curious to me that you have a former 
President of the United States briefing these high officials about 
these dealings with Mr. Abedi, but nobody turns around and says 
to Mr. Carter what the CIA knew, what the Government knew, 
what everybody else in the agencies had known from the early 
1980’s, that BCCI illegally owned a bank in America and that it 
was involved in money laundering, and so forth. 

I mean, it seems like they kind of left the President, the former 
President, out there when they knew he was dealing with this 
fellow. 

Mr. Lance. I don’t understand that, Mr. Chairman. I have the 
same feeling that you do. I think it’s almost incumbent upon an 
agency of the U.S. Government that has access to intelligence in- 
formation when obviously the recipient of that information would 
be a former President of the United States who knows all our se- 
crets, about everything else, that he would not be advised. 

Obviously, I’m sure that the CIA or anybody else would not want 
to be in a position of telling a former President who his friends 
ought to be. But I think that just common courtesy would go to the 
fact that you would say: Mr. President, you can have whatever 
friends you want, but I’m telling you that, you know, these are bad 
guys that you’re dealing with. And, again, President Carter, in 
regard to the entire relationship with BCCI, has made no secret of 
that. 

There have been members of the press that have traveled with 
him on the BCCI airplane. There always was somebody, always was 
somebody from BCCI present. And you would think that, some- 
where along the way, somebody would have picked up the phone 
and said look. 

I mean, it appears to me, the thing that I don’t understand— I’ll 
take it one step further — you would think that CIA would say 
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something to the Secret Service. President Carter still has Secret 
Service protection. And if he’s running around with folks described 
as “rogues, thugs, crooks, criminals,” and all the other descriptions 
that have been put forward about BCCI, you would think that the 
Secret Service would have an interest in knowing that also, since 
they are there for the purpose of protection. 

So I don’t understand that, and I think that’s a legitimate ques- 
tion to be asked. 

I have asked the question of President Carter in regard to what 
he had been told about the circumstance of the drug laundering 
charge in Tampa. He told me, as it appeared in the press, that Mr. 
Naqvi told him that it was an isolated incident involving a few offi- 
cers of BCCI and that the Justice Department had assured them — 
“them” being BCCI — that there were no other charges or no other 
cases or investigations pending against them at that particular 
point in time. And he traveled on that information. 

Mr. Carter, as I think all of us would agree, is not the kind of 
fellow that just goes out looking for trouble. And to keep on in a 
relationship with somebody who was perceived, or, in fact, criminal 
and what have you, he’s not that kind of man, and he doesn’t have 
that sort of thought process. 

Senator Kerry. Well, I don’t think anybody in the country ques- 
tions that. I think it seems to me that there was, obviously, a very 
legitimate reason for the introduction back in 1982 and a very le- 
gitimate reason for the President to try to further the noble goals 
that he has been pursuing in his post-Presidency. 

I want to try to bring this to a close. 

Mr. Lance. Sure. 

Senator Kerry. There are a couple of areas that I want to go 
back to, if I can, for 1 minute, unless you had something you 
wanted to say here. 

Mr. Lance. All I was going to say in that regard is that, while 
there has been criticism of President Carter and the relationship 
with BCCI and Global 2000, there have been very, very effective 
things realized as a result of that relationship in health and 
hunger problems in the Third World countries, particularly in 
Africa. I just think that that ought to be acknowledged. 

Senator Kerry. Well, I understand that. 

I happen to be particularly sensitive to criticisms for associations 
one has with people that you know nothing about at the time that 
you are associating with them. 

Mr. Lance. I understand. 

Senator Kerry. You learn something later and it can be embar- 
rassing. 

Mr. Lance. That’s a political risk that everybody carries. 

Senator Kerry. Let me just ask you, have any investigators from 
the Government interviewed you now with respect to your experi- 
ences with BCCI? 

Mr. Lance. Yes, sir. 

Senator Kerry. The first interview you had was with Bob Mor- 
genthau’s office? 

Mr. Lance. That’s correct. That was 

Senator Kerry. In 19 
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Mr. Lance [continuing]. That was a little bit more than an inter- 
view, Mr. Chairman. That was an appearance before the grand 
jury. 

Senator Kerry. I understand. 

Mr. Lance. So I guess that might fall into a little bit different 
category. You are a former prosecutor. 

Senator Kerry. I was being euphemistic; you were very direct. 

That’s 1990, correct? 

Mr. Lance. In September 1990. 

Senator Kerry. What about the Justice Department? 

Mr. Lance. Yes, I had a visit from the Justice Department. 

Senator Kerry. When did they interview you? 

Mr. Lance. I believe that it was the first Saturday in September. 
I’ll tell you, I went through this process of explaining to Senator 
Percy about flying to a University of Georgia football game, and so 
I sometimes couch things in football references. But it was the day 
of the Georgia-LSU game, whatever day that was. I wanted to try 
to get through at least to listen to it on the radio. 

Senator Kerry. So, the important thing is, putting it in a football 
context, the New York District Attorney interviewed you in the 
football season of 1990, and the Justice Department got to you in 
the next year’s football season? 

Mr. Lance. That’s correct. It was that period of time. That was 
the first Saturday in September 1991. 

Senator Kerry. OK. When you left as the lead person in the 
takeover of Financial General Bankshares, you were replaced by 
whom? 

Mr. Lance. That’s a good question. I think the proper answer to 
it would be Mr. Clifford and Mr. Altman. 

Senator Kerry. How did you feel about your departure? Were 
you somewhat upset? 

Mr. Lance. That’s hard to characterize. As I said earlier, I felt 
like the, despite the fact that 

Senator Kerry. We don’t even need that. Let me not ask you to 
characterize that. It’s not critical to this. But let me ask you, did 
you come to have a sense with respect to the relationship that you 
saw emerging in terms of the hats that Mr. Clifford and Altman 
were wearing? Did you sense a concern about that? 

Mr. Lance. My concern was twofold, in regard to — -just because I 
cared about them, I cared about what was happening ultimately 
with Mr. Abedi and BCCI, and that was a personal concern, not a 
business concern — that sooner or later the problem of being coun- 
sel and then becoming management would just come back to be 
somewhat of a problem. I never expressed that to Bob Altman or 
Mr. Clifford. It was not my business. That was my personal con- 
cern, that that would be a problem, and the only time that I 
thought that a basic mistake was made, if you want me to discuss 
that just for 1 minute, in regard to the whole situation there, was, 
as I recall, a lawsuit filed because there was failure to disclose the 
names of the investors in Financial General, at that time, I guess 
First American, and I thought that was a real mistake. 

I give the press of this country a lot of credit. Sometimes I’m crit- 
ical because I think that that doesn’t hurt anything. But I also give 
them a lot of credit in being able to find out answers to questions 
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and so on. And when there was a decision made not to disclose the 
names of the investors in First American, I thought that was a pri- 
mary mistake because I thought, first and foremost, it would 
happen; and, second, it was creating a sense, it was creating a prob- 
lem out there that didn’t need to be created. 

So those are basically the only two circumstances that I had feel- 
ings about. 

Senator Kerry. Did you or anyone suggest to Mr. Clifford and 
Altman at any time or did you know whether or not they had 
reason to believe that there were nominee purchasers or sharehold- 
ers with respect to the BCCI involvement in First American? 

Mr. Lance. No, sir. I’ve never had that conversation with any of 
them. And, as I say, the problem that is out there in regard to that 
is that BCCI was always present. I mean, I think that you have to 
cross that level at some point in time, and I don’t think Mr. Clif- 
ford, from what I have seen and heard — and I don’t want to be put- 
ting words into his mouth or anything — but I haven’t seen him 
deny the fact that BCCI was there. What he says is that he, in 
effect, ran First American and made the decisions without BCCI di- 
rection or involvement. That’s a question that obviously other 
people have to answer. I don’t have an answer to that. 

Senator Kerry. Mr. Lance, trying to sum this up a little bit, 
what is this — you’ve now caught up with a lot of the documents 
that have been public, a lot of the stories that have been written. 
You’ve got a pretty good sense of this thing because you’ve watched 
it evolve. You’ve been around it since the beginning. 

What does it mean to you? What should it mean to us, and what 
is this all about, so to speak? 

Mr. Lance. I think it means, first and foremost, that we do have 
safeguards that are built in in our own system that sometimes fall 
into conflict with other cultures, other countries, and things of that 
type. And I think at some point in time we have to understand 
some of that. 

Our system is the best, and, while it can always be improved, I 
think openness, candor, coverage by the press, the absolute guaran- 
tees that we enjoy make a big, big difference. I think, therefore, 
that, as a result, we ought to be wary of institutions that can devel- 
op without single regulators being able to overlook them as it re- 
lates to the confidence of depositors or investors. I think that’s aw- 
fully important. 

I happen to believe in the regulatory process, again, even though 
sometimes that appears to be a contradiction of terms. But I think 
that we need to learn from that, that confidence in the banking 
system, not only of this country but around the world, is a very, 
very fragile commodity, and that it’s imperative that we protect 
that confidence through whatever means necessary; and the ability 
that we have here to ultimately find the truth about BCCI and let 
the truth stand on its own will serve as a model in the future. 

I’m sure that there will be legislative changes that you perhaps 
will initiate. You have fought a lonely battle, as best I can tell, in 
regard to standing out, saying that these things are necessary to be 
looked at, to be resolved, to be answered. 

So I think that there are regulatory changes that need to be 
made. I think that the regulators, in regard to BCCI specifically, 
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that they could have found out at the point in time, in 1981, what- 
ever involvement BCCI had with First American, if that’s the situ- 
ation that we’re particularly focusing on. 

It would appear to me that that would have been doable. So I 
think that, by virtue of what chronology and timetables and efforts 
that you develop out of this committee, that in the future maybe 
that’ll happen, and we’ll be able to have a system that is able to 
enjoy confidence on the behalf of depositors and people around the 
world. 

Senator Kerry. May I take your introduction of that to add to 
that something that really concerns me as we look at this. 

It’s not something that the committee has talked about a lot or 
I’ve talked about a lot. But this BCCI event underscores a transi- 
tion that has taken place in the marketplace that public policy is 
way behind. International, regulatory and financial services over- 
sight is way behind, dangerously behind. 

Now that we truly are what everybody loves to mouth, an inter- 
national marketplace, we need to think about a whole different set 
of rules about how that marketplace is going to work. This under- 
scores that, that when you have the different cultural infusion, et 
cetera, if you don’t have an ability to have oversight or manage, 
you are subject to whatever local rules or local culture wants to 
apply to that process. So it is that we still allow the Cayman Is- 
lands, Panama — notwithstanding the invasion, there is more 
money laundering today in Panama than there was before Noriega. 
And there are some 21 or 22 locations around the world that the 
State Department puts on a list every year saying these are big 
time movers of money. But nothing happens — nothing happens. 

The reality is that we’ve got $1.3 trillion a day — a day — moving 
through the two clearing systems of this country, the CHIPS and 
the Fed Wire. And nobody knows where that money’s coming from, 
basically. Nobody knows the point of origin, who it belongs to, or 
what it is. 

As long as you’ve got these huge sums of money moving the way 
they are, with all kinds of cardboard cutouts as fronts for a lot of 
the place of origin of that kind of money, you have a huge problem 
in terms of tax accountability, money laundering and law enforce- 
ment accountability, white collar crime, capital flight, all kinds of 
problems. It’s a huge market, which is why all these banks were 
struggling to get it, because in float alone, there is huge profit. 

Mr. Lance. No question. 

Senator Kerry. So the question is really whether people are 
going to be serious. The Basel Convention has adopted this glorious 
notion that the principle of banking that is most critical is to know 
your customer. The reality is there are just too many institutions 
out there that make a practice of not knowing their customer and 
even of hiding their customers. 

We hold our banks in the United States to an extraordinary 
standard of openness and accountability. And yet, even a U.S. bank 
is permitted to open a branch offshore, and instantaneously avoid 
the very rules that we apply by their being onshore. So the ques- 
tion is whether we’re going to work in the international market- 
place while we still have some economic leverage left to exert to 
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try to guarantee that we’re playing on a field where law enforce- 
ment agencies and others can really get at this. 

If you can’t, I’ll tell you, as a former prosecutor, it’s impossible to 
put together a case adequately, as we’re even seeing in the course 
of this, that allows you to prove it without expending extraordinary 
sums of money. 

Now with supercomputers, the software programs that are avail- 
able, a lot of this can be done today. The fact is the resources 
haven’t been applied and there is very little thinking going on to 
try to arrive at how this can be done with minimal intrusion, maxi- 
mum flexibility to the marketplace, but also maximum accountabil- 
ity to the system. 

I must say to you I think that that is really one of the other 
pieces that sort of leaps out in terms of system and accountability, 
which needs to be looked at as a consequence of this. 

Then there are all the other aspects of it, such as foreign policy, 
CIA, intelligence, law enforcement, narco-trafficking, terrorism 
trafficking, arms trafficking, all the other pieces which are so 
much a part of BCCI. 

Mr. Lance. If I can comment on that, Mr. Chairman, I think 
that what you say is eminently correct. I happen to believe that 
good comes out of all things ultimately, and I think that one of the 
good things that will come out of this effort that you and others 
are making is that there will be a long, hard look at how you 
bridge these differences and how you insure the confidence and 
safety and so on. 

I can’t help but recall, I remember that Hugh McCullough, who 
was the first Controller of the Currency, I sort of wish I’d known 
him when I was having my travails with that office. He said some- 
thing that I never have forgotten. He said to never deal with a 
crook in the hopes that you can outsmart him. 

So, the crooks are going to be there and we’re going to have to 
make sure that they are dealt with at the earliest possible moment, 
and so on, but that you don’t bring down a system in just trying to 
deal with them, and then let all the other things happen that 
sometimes happen. I think that’s one of the things that will come 
out of what you’re doing in this regard. 

I might say I don’t know what the truth is about BCCI. I have 
the thoughts that I’ve expressed to you. I don’t know what the 
truth is about Mr. Abedi. I have the thoughts that I have expressed 
to you and to your staff. 

I hope that, ultimately, that truth will out, that we will all have 
a better understanding of what went wrong, of what happened, of 
the decisions that basic individuals made, right or wrong, and how 
it all comes about; because I think, ultimately, then, the system of 
finance around the world will be stronger, and be better, and will 
have much more confidence in it. And so, I think that’s what 
you’re doing, and I appreciate it. 

As I said, let me, if I might have one just personal comment that 
I would like to be able to make one more time in the sense of 
where I am, I have told you what I know about circumstances. I 
will at any time that I can tell you anything else if a question is 
raised, I will attempt to do that in every forthright manner that 
I’m possessed of. 
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And as I said at the outset, it is a privilege for me to be before 
your committee. I feel strongly about that. I have been critical at 
times when criticism was, I thought, appropriate. But this is a 
system that works, and the Senate of the United States works, and 
the House works, and the Government works ultimately, and these 
are things that are important. 

We all have our shortcomings and all of us fail the perfect test in 
regard to being just that. But I think it’s important for you to have 
the ability to find out the truth. 

In saying my last words on that subject, my son, Beverly, hap- 
pened to come up with me here today. He wasn’t sure that I was 
able to defend myself in this situation up here. But he said: Now 
one thing you make sure. He said: Every time I pick up the news- 
paper and every time I’ve heard the radio in the last 2 or 3 days, 
they have said that you’re going to testify before Senator Kerry’s 
committee and that the bottomline is that Bert Lance denies any 
wrong-doing. 

I haven’t denied anything because I haven’t been charged with 
any wrong-doing in this regard whatsoever, and I’ve been subjected 
to a lot of innuendo and things of that type that I don’t think 
really are appropriate in our country. 

Senator Kerry. Let me make it very clear for anybody who is lis- 
tening in your State or who has heard those previous notions that 
somehow you had to deny something. This committee didn’t bring 
you here to ask you to deny anything, nor did it bring you here 
with a view that somehow you had something to deny. 

We asked you to come here because we wanted to shed light on 
what happened. I hope nobody will characterize this as a sort of 
somehow your having passed some test or having had to be put on 
the grill in some way. I don’t think this morning has transpired 
that way. It’s not meant to be that. 

Mr. Lance. No, sir. 

Senator Kerry. And I might add it’s not meant to be that tomor- 
row with Mr. Clifford and Mr. Altman, either, or with any of the 
other people here. This is an effort — this isn’t a courtroom — it’s an 
effort to try to understand this. We have purposely not even pro- 
ceeded in a way that tries to “make the case” one way or the 
other. We’re trying to really put people on the record and get some 
answers. 

Mr. Lance. I appreciate the courtesy that has been extended to 
me. 

Senator Kerry. Well, I very much appreciate your doing this. I 
wish you well and we appreciate your coming. 

Tomorrow, we will commence at 9 o’clock in the morning, and 
we are in recess until that time. 

Mr. Lance. Thank you. 

[Whereupon, at 1:06 p.m., the committee adjourned, to recon- 
vened at 9 a.m., October 24, 1991.] 



NARCOTICS AND FOREIGN POLICY 
IMPLICATIONS OF THE BCCI AFFAIR 


THURSDAY, OCTOBER 24, 1991 
U.S. Senate, 

Subcommittee on Terrorism, Narcotics, and 

International Operations 
of the Committee on Foreign Relations, 

Washington, DC. 

The subcommittee met, pursuant to notice, at 9:02 a.m., in room 
SH-216, Hart Senate Office Building, Hon. John F. Kerry (chair- 
man of the subcommittee) presiding. 

Present: Senators Kerry, Simon, Brown, and Jeffords. 

Senator Kerry. The hearing will come to order, please. 

Good morning. Today the Subcommittee on Terrorism, Narcotics, 
and International Operations is going to hear testimony from Mr. 
Clark Clifford and Mr. Robert Altman, the former chairman of 
First American B ank shares, and formerly attorneys for the Bank 
of Credit and Commerce International. 

Their testimony constitutes the eighth day of hearings of this 
subcommittee into the BCCI affair. And obviously, their role is a 
critical one in terms of trying to understand precisely what has 
taken place in the course of the last 12 years or so. 

Their actions have already become the subject of widespread in- 
vestigation, of Federal and local law enforcement, as well as Feder- 
al regulators, and other committees of the U.S. Congress, as well as 
this committee. 

Both gentlemen have previously testified before the House Bank- 
ing Committee concerning some of the matters under the jurisdic- 
tion of this committee. 

Our intent today is not to try to repeat every single part of the 
testimony before the House, or all of the questions raise there — 
though inevitably there will be some repetition. 

But we hope to try to broaden and to deepen the inquiry, and to 
cover a fair amount of ground that may not have previously been 
reviewed in public. 

I would like to emphasize, on behalf of this committee — and I 
have tried to do this throughout the process — that neither the 
chairman, nor the committee, nor, I think members of the commit- 
tee, have drawn conclusions or made statements that are concluso- 
ry, with the exception, perhaps, of one item — and that was the 
question of production of documents before the committee. 

But as to who did what, when, or how, or who knew what, when, 
or how, or who knew what, when, or how, I must tell you I do not 
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think that we know enough yet. And that is precisely the purpose 
of this hearing. 

I will say that I was somewhat surprised, even dumbfounded, on 
occasion, to listen to my colleagues in the House, many of whom I 
issued a verdict before they had heard any of the evidence. 

I want to emphasize also that I do not view this forum as a per- 
fect evidence-gathering forum. It is complicated. The inquiry does 
not allow us the kind of time, nor does the nature of the legislative 
and congressional process allow us the kind of inquiry that really 
is necessary, I think, ultimately, in allowing people to draw the ul- 
timate conclusions here, using the words guilt and innocence to the 
degree that they enter into this. 

What we are trying to do here is draw conclusions, based on facts 
that we can ascertain; and to ask some tough questions. And I 
think the committee is not going to pretend that there are not 
tough questions there. 1 think both of you have acknowledged that, 
and you understand that. And you have stated that you are well 
prepared to answer those questions, and to come before us volun- 
tarily, without subpoena — as you did before the House — in an 
effort to do that. And we respect that, and we appreciate that. 

There are many questions, obviously: How did a drug-corrupted, 
foreign bank manage to pull off whatever it did pull off? How 
many people did they take in as victims along the way? Why did 
BCCI want First American? What warning signs were present from 
early moments that might have drawn. greater attention to BCCI? 
And were they ignored by anybody? Did BCCI and the Middle East 
front men who worked with BCCI have any foreign policy agenda, 
or any political agenda in purchasing a bank in Washington? Did 
the U.S. Government have any political, or policy agenda itself, or 
was it carrying out some sort of covert, or subvert effort with indi- 
viduals? What were the responsibilities of those who worked for 
this bank, ranging from attorneys to accountants to officers, as 
they learned of facts that suggested that something was wrong? 
What were the responsibilities of accountants and lawyers to this 
committee, and to others, once a probe began, and once there was 
evidence of at least some people’s wrong-doing? 

In previous days of hearings, witnesses involved with BCCI such 
as Mr. Masour Rahman, who was the chief financial officer for 
BCCI, and Mr. Abdur Sakhia, the former head of BCCI for the 
United States both characterized themselves as victims; deceived 
by others, rather than as partners in the deception. 

In previous testimony, Mr. Clifford and Mr. Altman have similar- 
ly described themselves in forceful terms, as victims of the crimi- 
nality of others. 

As I said earlier, our job here is to try to open a window on this 
affair. And I will insist that the committee do so in a way that is 
not recriminatory or in some way berating or ugly. I do not think 
that is the way we want to work, and that is not the way that we 
do work. 

So let it be said, because I t hink it was said in the House, and I 
think all of us feel it, that it is not a comfortable, or happy occa- 
sion to have this kind of investigation. And I know that neither of 
the witnesses who have had distinguished careers, and who have 
been upstanding members of this community and who have made 
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major contributions, that neither of them are happy to be here, ob- 
viously — or comfortable with this situation. 

But we are here. We have responsibilities. And the purpose of 
this is to try to shed light on this affair. 

So I appreciate your willingness to be here, gentlemen. I know 
you have been through more depositions and meetings and presen- 
tations on this in the past month than you care to recite. And I 
hope today’s hearing can be an important contribution to the proc- 
ess of truth-finding. 

I would like to just make one comment, and that is that 1 picked 
up today’s paper, sifter hearing yesterday of this event. And I must 
say that it upsets me. It concerns me. And that is the question of a 
33-year-old White House aide who has now left the White House 
without prior legal experience of a significant kind, suddenly find- 
ing himself hired, as a former aide to John Sununu, to represent 
one of the principal litigants in this affair, Mr. Kamal Adham. 

And apparently, he has gotten a fairly significant contract, to the 
tune of some $600,000 for 2 years, to assist Mr. Adham in his ef- 
forts to deal with this matter. 

I, personally, just from my own legal experience, must ask what 
someone without prior criminal experience, or major experience, 
who was prohibited from making contacts because of his recent em- 
ployment, offers for that kind of money. And I think it is that kind 
of— that kind of link that raises so many questions in people’s 
minds about Washington; about how this process works. And it just 
casts a cloak of suspicion over all of us, over the entire process. 
And I think the average American is sitting there saying what the 
hell is going on in the Nation’s capital, with all this money passing 
back and forth? 

I think it may raise more questions, as much of this does, than it 
gives answers. But so be it. Senator Brown. 

Senator Brown. Thank you, Mr. Chairman. 

Mr. Chairman, thanks to your leadership, the web of secrecy that 
surrounded BCCI is slowly being removed. We are beginning to see 
a pattern of an international effort, which has involved many nota- 
ble, well-thought-of people in this country, as well as people around 
the world. 

Today we have witnesses that I think can provide some crucial 
information to us in this effort — witnesses who have not only been 
shareholders, but have been counsels to BCCI, and, indeed, officers 
of First American. 

So I think the testimony today will bring to light, and bring out 
in the open a pattern of activity by BCCI, which will help us under- 
stand not only the method of operation, but how, indeed, they were 
able to achieve the remarkable results that BCCI did in accumulat- 
ing the worldwide banking network. 

So I think today's testimony will be crucial for us, not only in 
understanding the method of operation for BCCI, but I hope it will 
be helpful in understanding how we can formulate statutes that 
will protect this Nation in the future from an international bank- 
ing organization that is bent on financing and promoting criminal 
activities. 

Senator Kerry. Thank you very much. Senator Brown. 
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Gentlemen, by prior agreement with your counsel, the commit- 
tee — we normally have 10-minute openings. But I understand that 
a significant amount of information has appeared publicly in 
recent weeks, since your last testimony. And you, understandably, 
have a sense that there is much you would like to answer to. 

So by prior agreement, we are affording you 45 minutes to be di- 
vided, as you wish. And we look forward to hearing your opening 
statement. 

I presume, Mr. Clifford, that you will lead off. Am I wrong? 

TESTIMONY OF HON. CLARK M. CLIFFORD; ACCOMPANIED BY 
ROBERT BENNETT, ESQ., COUNSEL 

Mr. Clifford. No, that’s correct, Senator. 

Senator Kerry. Can you pull the mike, for me a little bit closer? 
I think you’ll find it — let me ask, I think, photographers, we had 
agreed, if you could, if you could move to the side so that it will not 
be distracting to the witness during his opening testimony. 

I am forgetting my duty. Could you rise so I can swear you in, 
please? Would you raise your right hands? [Witnesses do so.] 

Do you swear to tell the truth, the whole truth, and nothing but 
the truth, so help you, God? 

Mr. Clifford. I do. 

Mr. Altman. I do. 

Mr. Clifford. I listened with care, Senator, for your opening 
comments. And I thank you. We welcome the opportunity to be 
here today, and to present our side of the story. 

Over the course of the past 9 months, the other side of the story, 
in great detail, has been presented day after day after day. 

Our side has pretty well gotten lost in the shuffle. I had wished a 
time that we might have a newspaper so that we could publish 
what we know about the matter. But we don’t happen to have that 
privilege. So we have to depend upon opportunities of this kind to 
get our story before the authorities, and hopefully before the Amer- 
ican people. 

From the day the Feds started their inquiry, we have cooperated 
with the Government. We got in touch with the Fed at once, after 
they began in January, with their uncovering of the facts. 

We appeared for long depositions under oath before Federal 
counsel. Then next, we testified at length before the U.S. grand 
jury here. In all the years that I’ve practiced law, that’s the first 
time I’d ever had that privilege. 

And then we went to New York, and again, were questioned in 
long days of grueling interrogation by the staff of Mr. Morgenthau. 
Then, perhaps one of our next opportunities was to appear before 
the members of the House Banking Committee. And during the 
course of that day’s hearing, I would estimate that we were asked 
questions by each of the 50 members of that committee. 

We welcome this opportunity here today. This gives us a chance 
for you to know our involvement, and to ask us all of the questions 
that you wish. 

The reason that we have chosen the policy of using every oppor- 
tunity to present our case, is — to state it simply — our consciences 
are clear. It is very clear to me — I go back over the details of our 



59 


involvement. We have not violated any law. We have not been 
guilty of any impropriety. And so we make ourselves available at 
every opportunity so that others may know as clearly as we, of our 
participation. 

As you might suppose, I have given a great deal of thought, this 
last 9 months, as to how I could permit myself to become involved 
in this controversy, with a group of persons from far-off lands. And 
in the process of my statement today, and in answering questions, I 
would hope that might reveal itself as to how I became acquainted 
with a situation which has been a new experience for me, after all 
these years of the practice. 

If you are to understand what took place, from our standpoint, 
then I must tell you the story. I will do it briefly. But it’s a very 
personal story. And I think that’s one of the reasons that our par- 
ticipation has not been, perhaps, understood clearly, is that it has 
been such a personal experience for me. 

Here, is quickly the story. 

I met Mr. Abedi first in December 1977. I had been practicing 
law in Washington since I left the Truman administration in 1950. 
He was brought in by a former client of ours, Bert Lance. It was to 
be merely a social visit, and it was. He said that Mr. Abedi was a 
foreign banker; he had come to know him; that they had become 
friends; and he had a high regard for Mr. Abedi. And he wanted 
me to meet him. 

I found Mr. Abedi to be a man of considerable charm; a man of 
slight build and stature; a very attractive manner; spoke perfect 
English — nothing of the promoter type about the man at all. One 
of the main subjects we discussed in that brief social meeting was 
the aim that he had for his bank, of providing the Third World 
with banking services which they had not ever had before. And 
that that had helped so in retarding the progress of Third World 
countries. 

I found him to be pleasant and a man of importance. Thereafter, 
I’d hear from time to time that the little reports would sift in that 
Mr. Abdei and BCCI were in the process of acquiring stock in a 
company called Financial General Bank Shares. That’s a bank 
holding company, centered in Washington. I had not heard of them 
before. 

But we were told later by another principal character in our 
story, Sheikh Kamgal Adham, that he had first heard about Finan- 
cial General from the public relations man in the Saudi Arabian 
Embassy. There had been a number of articles talking about Fi- 
nancial General, and how it was breaking up into cliques of share- 
holders; and how it was going through a very difficult time. 

The man in the Saudi Arabian Embassy looked into it in some 
more detail, and concluded that it might be an attractive acquisi- 
tion. Apparently, that was one of his functions in the Saudi Arabi- 
an Embassy, to pass information of that kind back to Saudi Arabia. 

Kamgal Adham was a recognized, highly regarded businessman 
in Saudi Arabia. Kamgal Adham then said, after getting that infor- 
mation, he passed it on to Mr. Abedi. Mr. Abedi served as invest- 
ment adviser to Kamgal Adham, and to a number of important and 
very wealth Arabs. The fact is, they had produced the funds that 
permitted Mr. Abedi to start his bank. For he had a very close rela- 
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tionship with them, and maintained that during the course of the 
years. 

When Financial General learned that some Arabs were acquiring 
stock in Financial General bank shares, they became concerned 
about it. They looked into it, and at that time, they found that four 
Arabs — good morning, Senator — had purchased each, about 4.5 per- 
cent of the stock, staying under the 5-percent limit. But it gave 
them a holding, among the four of them, of around 18 percent. 

The owners of Financial General went to the authorities, and the 
SEC and said, we want you to look into this. These Arabs may con- 
stitute a group, and perhaps they should have filed. 

Also, Financial General had a very efficient and effective New 
York law firm who brought a suit at once, in the district court in 
Washington, to prevent a possible takeover of their company by 
these Arab individuals. It was at that time that we were retained, 
our law firm — Clifford & Wamke — retained by Mr. Abedi, by the 
four Arabs, by BCCI, by Mr. Lance — anybody who was sued at that 
time, all came in together and retained our law firm. We went 
through 3V 2 years of the most strenuous litigation in that case. We 
also brought in an expert firm in the takeover field, Wachtell, 
Lipton of New York. 

During that 3Vfe years, I got to know Mr. Abedi well, and I got to 
know Kamgal Adham well. A litigation of that kind is like being in 
a war. There is a series of battles — some of them you win, some of 
them you lose. 

And you get to see men under stress, and under the different 
contingencies that follow that kind of litigation. I must say my 
regard for Mr. Abedi increased during that period of time. He evi- 
denced a sense of fairness. He evidenced a wiseness about banking 
matters and all, that were really quite impressive. 

During that time, gradually, fortune began to favor our side. And 
we got stronger, and the other side weakened. And after a while, I 
received a phone call from one of the principal figures in Financial 
General — a man you all may have known — Armand Hammer. He 
lived in California. I had known him from the Johnson administra- 
tion. And he said Clarke, why don’t we declare an armistice. He 
said, this war goes on interminably. And I’ll come along and we’ll 
sit down and talk this matter out. 

And he did, and brought some directors over. And a day and a 
half, about, we sat in the office, talked it out from different ar- 
rangements. And then we agreed upon a disposition of it. We 
agreed upon a very fair price. And our investors and clients pur- 
chased 100 percent of the stock of Financial General, and paid cash 
for it. 

Then we entered into a length period in going through the regu- 
latory process. The purchase of the bank holding company had to 
be approved by the Fed, and by the regulatory agency in the States 
in which Financial General operated. We went through that regu- 
latory procedure. The Fed, here in town, felt that the importance 
of the case warranted a hearing. So four of our clients came over 
from the Middle East and testified — representatives of the various 
States were there; representatives of the controller general. It was 
a good, long hearing that aired every detail of the matter. 
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As we were proceeding on in that regard, I became conscious of 
the fact that Kamgal Adham, whom we saw a great deal of — al- 
though he lived in Saudi Arabia, he spent a great deal of time in 
London. And we had developed a process of going to London at 
rather regular intervals during the litigation, meaning maybe 
every 3 or 4 months, something of that kind — keeping them very 
well informed; decisions had to be made, and so forth. 

We continued on with that, because they indicated that they 
wanted Mr. Altman and me to continue to occupy an important 
place in the operation of Financial General. 

Finally, it came to a climax. And at a meeting in London, with 
Kamgal Adham and Mr. Abedi, they said they had discussed the 
matter with the investors — that’s what we called the sharehold- 
ers — and they wanted me to become chairman of the board. 

And they said why, they’d gotten to know us; they’d come to 
have implicit confidence in us. They were a great many thousands 
of miles away from this property that they owned. And they would 
feel comfortable if I would take over that position. 

I asked a number of questions — would I be at the beckon call of 
the investors? By that time, instead of 4, they were 14. And they 
said not at all. And I said, will some investor call and say he wants 
us to make a loan to the ABC Company? And he said not at all. 
This is nothing more than a simple, financial investment on their 
part. 

I said how do we get in touch with these 14 investors who have 
really become our clients, as owners? And they said, we’ve talked 
that out with them. And Mr. Abedi would be designated as the con- 
tact between us and the investors, along with Kamagl Adham. 
Kamagl Adham would refer to himself as the informal chairman of 
the investors. 

That made sense to us. It would certainly make it more conven- 
ient to keep in touch with the investors, instead of having to do it 
with all of them. I agreed to do it. Now, why did I agree to do it? I 
was 75 at the time. There was nothing particularly interesting 
going on in the firm at the time. And this was a challenge to me. 
This was a company that had a real potential that was not being 
realized. 

I had done work for banks over the years, off and on. And it was 
a challenge to me. It was another mountain to climb. And after sat- 
isfying myself that the arrangement was understood, I agreed to 
take it — only on the distinct and unequivocal understanding that 
as chairman, I would have total responsibility, and I would have 

total authority. I had learned that lesson in Government. The road 
to disaster is to take a job in which you have a high degree of re- 
sponsibility, but you don’t have adequate, or commensurate author- 
ity to go with it. They said that was agreeable to them. 

The deal was made. I came back and started, at once, getting to- 
gether the board of directors. I assembled the group of the most 
distinguished men that I could find. One of them was former Sena- 
tor Stuart Symington, who had served with great distinction for 24 
years in the Senate, now retired. He was my oldest, maybe my best 
friend. And I invited him to come in. He was delighted to do so. He 
was made vice chairman. 
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We agreed upon compensation with the board. I said that until 
we had proved ourselves, that I wished that to be very modest. And 
we wouldn’t bother with that. We’d get to that when the right time 
came. And my salary was set at $50,000 a year, and Symington’s 
was set at $20,000 a year. 

We brought in other top-flight men — General Gavin, who had 
had a wonderful war record, a former Ambassador to France, and 
at the time serving as president of Arthur D. Little, investment ad- 
visory firm. 

We brought in Elwood Quesada, who, together with David Rocke- 
feller had made a great success of the L’Enfant Plaza Development. 
He had held three different positions in the Eisenhower adminis- 
tration — other men of that caliber. 

I learned that — here’s a great asset in the United States, that 
really was not being taken advantage of. Here were men who had 
had very successful careers, had gotten into their seventies, didn’t 
have very much to do, and this really was a great and exciting op- 
portunity to them. And we went to work. 

I’m happy to say that our effort was an unqualified success. 
When we took over the company, its assets were $2.2 billion. By 
the end of 1988, for instance, the assets had grown to $11.5 billion. 
The deposits rose from under $2 billion, to approximately $10 bil- 
lion — very significant at showing the confidence of the public and 
the bank. 

Earnings — we doubled, in the first 4 years, and then in the next 
2 years we doubled the earnings again. We were really beginning 
to roll. 

Now, this was no ivory tower experience for us. This was a 
hands-on occupation. I took it as my first obligation — I then owned 
12 small banks. I went to every bank. I got to know the boards and 
the officers, key employees. We made an analysis of each bank. We 
had an audit made of each bank. Some of them were undercapita- 
lized. 

And then we began to plan about strengthening these banks. We 
brought in new personnel — the fact is, that over the years, we’ve 
brought in a new CEO for every one of our banks. A number of 
those banks we consolidated. Others we sold off— they didn’t fit our 
plan. We bought some excellent acquisitions — 33 branches of Bank- 
ers Trust in New York, that gave us a splendid deposit base there. 
We bought a number of branches in Virginia, when two firms 
merged and had to divest themselves. But interestingly enough, 
most of the — most of the growth came from within. 

Now, after 4 years of tins, then we got to a point where we knew 
we were over the hump. And I thought the time had come for Mr. 
Altman and me to participate in the results of this very deter- 
mined effort that we had made, that was proving to be so success- 
ful. 

I took it up with the directors of the top-holding companies, 
CCAH. They said that they thought that was a great idea. We took 
it up with Abedi, and Kamal Adham. And they said we could par- 
ticipate easily in the next stock offering to shareholders — if all of 
the stock was not subscribed to by then, under the bylaws we could 
subscribe to stock. We did that in 1986, and became shareholders. 



63 

I’m watching my time, Mr. Chairman, so some parts of it, I must 
move over quickly. 

I wish now to turn to the results of our efforts. In an effort to 
give the committee a quick sketch of the manner in which we con- 
ducted the banks, over a period of 9 years, here were certain stand- 
ards that we set, and here is the result: One, there were no finan- 
cial improprieties; two, no fraudulent lending practices; three, no 
account manipulations; four, no money laundering; five, no improp- 
er payments to BCCI; six, no lavish, executive purposes; seven, no 
lack of regulatory supervision — we maintained the closest relation- 
ship with the Fed, and it was a most pleasant relationship; eighth, 
in the 9 years, no U.S. taxpayer bailout, no bank had to be taken 
over; and ninth — but not last by any manner of means — no share- 
holder of First American has ever lost one penny. 

Have we been deceived by what we’ve learned later? If all that 
we read about, this poisonous, constant stream of misconduct, if 
that is a true statement of what this bank did, then we have been 
grossly deceived. We never saw that. We never sensed that. 

I don’t suppose it’s much comfort to us, but during this 9 years 
that we did not know what was going on, the fact is that we 
learned from reports, neither did the Bank of England, who had 
the right to examine them at regular intervals. The Bank of Eng- 
land apparently was deceived. A matter, most curious, we read — 
their own auditors, Price Waterhouse, apparently were deceived. 

I read some place authoritatively, that for the years 1987, 1988, 
and 1989, Price Waterhouse had given to BCCI that very intriguing 
British expression: “the accounts are fair and accurate.” 

A former Prime Minister of Great Britain served BCCI for a sub- 
stantial period of time. Apparently, they had developed a relation- 
ship with former President Jimmy Carter. How could it have been 
known to me? The past explanation was offered by somebody who 
has been into it very deeply, is there were really two banks: One 
was the outer bank, and that’s the one that we saw. And that’s the 
one that we dealt with. And that’s the one in whom we developed 
confidence through these 9 years. 

The other was an inside bank that was unknown. We never saw 
it, we never sensed it. I’ve thought about it so many times. Did we 
miss any signs? Should we have sensed it? I would give anything if 
we had, and it would have saved us, really, from this — this dread- 
ful, painful year that we’ve been through. 

But as I near the end of my time, I want to say when it all comes 
down, and I keep reading that Clifford knew, somebody says — then 
they say, well how do you know he knew? Oh, well, we don’t know 
it, but he just had to know. A witness recently said he just couldn’t 
have run First American for 9 years and not know. I’ve heard it 
over and over again. I speak up, all of you with your experience 
know how difficult it is to disprove a negative. Somebody says you 
knew, how do you prove that you didn’t know? We’ve done our best 
in that regard, but it is a difficult process. 

But here, I think is the final point: apparently that BCCI cor- 
rupted everything it touched. That’s what we read about. It cor- 
rupted banks, it corrupted government — we read; thousands of 
people, depositors have lost; and we begin to get some notion from 
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the constant outpouring of news, of the manner in which it was 
able to corrupt so many different areas in the world. 

The question is, did it corrupt First American? And that’s really 
of great moment to us, and of great moment, of course, to this com- 
mittee that has made such a deep and exhaustive investigation into 
it. 

Did it corrupt First American? Not in any way. Do I ask you to 
take my word for that? I do. My word has been important here for 
a great many years in Washington. And I ask you to take it. Be- 
cause I know that they did not corrupt First American in any way. 

But I also, in addition to that, ask you to take the word of the 
Federal Reserve. You’ve heard Virgil Mattingly, the general coun- 
sel, testify — he has said they discovered through the years, no fi- 
nancial improprieties existing within First American. William 
Taylor, whom we regard as the chief enforcement officer, testified 
at no time were they ever able to find any improper payment to 
BCCI or any improper financial relationship with BCCI. 

Recently, Mr. Robert P. Black, the president of the Federal Re- 
serve Bank of Richmond, which has jurisdiction over First Ameri- 
can and all the banks in this area, testified. I think I can end on no 
better note than just some selected sentences from Mr. Black’s tes- 
timony when he testified under oath before the House. 

Each of these is significant. Each of these is significant to the 
committee. First quote: “Examination and inspection record be- 
tween 1982 and late 1988 is clear. Neither the reports of our First 
American inspections, nor any of the reports of examination pre- 
pared by other Federal and State regulators, contained comments 
or criticisms regarding involvement of influence by, or improper 
payments to BCCI.” 

The second: When new disclosures involving BCCI occurred in 
1991, an indepth inspection of the First American organization was 
initiated. A total of 52 examiners from all 12 Federal Reserve dis- 
tricts, with an average experience level of 8 years, expended in 
excess of 7 manyears on this examination. And what did they 
find? — I’m getting near the end — quote, “And in delving into these 
records, we have found no evidence of influence and control, or any 
indications that he banks were involved in any attempt on the part 
of covert owners to influence others. This investigation is ongoing, 
but preliminary findings have disclosed no abuse of the banks, or 
significant exposure on the part of First American to BCCI.” 

And then this is his final sentence. “Simply put, no connection 
between the bank’s lending practices and their unauthorized own- 
ership by BCCI has been uncovered.” 

Under the arrangement that we’ve had with the chairman, I 
would take the majority of the time. Mr. Altman will present some 
portions of it that will fill out the mosaic, and he will limit himself 
to 10 minutes. 

Senator Kerry. Thank you very much, Mr. Clifford. Mr. Altman. 

TESTIMONY OF MR. ROBERT A. ALTMAN 

Mr. Altaian. Mr. Chairman, Senator Brown, members of the 
committee. Senator Simon, Senator Jeffords, good morning. 
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I’m pleased to appear here this morning to assist the committee 
in this inquiry into the matter involving BCCI and First American. 
I am particularly appreciative of the chairman’s reports at the 
outset of the hearing this morning, regrading the balanced and re- 
served approach that this committee is adopting in this inquiry. 

And after offering these brief remarks, I look forward to present- 
ing factual information, in response to the questions that you have. 
I also hope that I would have the opportunity during the course of 
the day to correct some misinformation, and some unfounded spec- 
ulation which has been introduced into the record of these proceed- 
ings. 

Many people wonder how Mr. Clifford and I came to find ourself 
in the midst of this controversy. And we hope to be able to shed 
some light on that question today. I think perhaps we can begin to 
examine that question by looking at the historical context of this 
case. 

There is an unfortunate tendency to view the events of the past 
through the distorting prism of sensational reports about BCCI 
that appear today. And to understand our dealings with BCCI, one 
must evaluate past events, and our conduct in view of the knowl- 
edge and circumstances of BCCI that were then prevailing. 

As Mr. Clifford has described, our law firm began representing 
BCCI in 1978. At that time I was a young lawyer in the firm. Our 
firm was actually quite selective in terms of the clients that we 
would agree to represent. And BCCI appeared to me to be an ap- 
propriate — even an attractive client for our firm. 

In 1978, and thereafter through the 1980’s, BCCI appeared to be 
a successful, growing, international bank. It was managed by pro- 
fessional, conservative bankers from Pakistan, after Pakistan na- 
tionalized the banking industry. It was a company that we under- 
stood to be owned by some of the wealthiest people in the world. 
These were respected businessmen, and leading political figures 
from the Middle East. It was a company that was regulated by the 
Luxembourg Monetary Institute, and by the Bank of England, in 
London, where BCCI had its world headquarters. 

The Bank of America owned a 30-percent interest in BCCI, and 
participated in BCCI’s management through representation on its 
board. And Bank of America was, of course, at that time the larg- 
est and — some would say — the most respected bank in the United 
States at that time. 

We also understood that BCCI enjoyed important banking rela- 
tionships with a number of major U.S. banks. These would include 
Security Pacific, First Chicago, American Express, Bank of New 
York, and, of course, Bank of America. And these highly reputable 
financial institutions in the United States also extended very large 
credit lines to BCCI. 

And throughout this period, throughout the decade of the eight- 
ies, BCCI expanded its operations to more than 70 countries around 
the world. And in each instance, BCCI was able to obtain the li- 
censes and approvals from the governmental authorities where it 
opened new banking operations. And to us, this signified BCCI’s re- 
spectability, and its acceptance worldwide. 
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During the 1980’s, BCCI also had known, close relationships with 
leading world figures, people of unquestioned integrity — such as 
former President Carter and Prime Minister Callahan. 

BCCI is now portrayed in the media as an evil, corrupt organiza- 
tion. But I can say to you, our impression, throughout the period 
we were representing BCCI was distinctly different. And I think 
that our impression of BCCI was accurately described recently by a 
man named John Heimann, who was former controller of the cur- 
rency. He was former New York State Superintendent of Banks. 
And he wrote in the Wall Street Journal recently. I quote: “When I 
look back at its origins, I am struck by how respectable BCCI ap- 
peared then. Among other things, Bank of America was a major 
shareholder; regulators in many nations — including Britain — 
opened their doors to what looked like a uniquely dynamic, welled- 
back, Third World bank.” 

We had an equally favorable impression of the Middle Eastern 
investors who we also represented in connection with the acquisi- 
tion of First American. These investors appeared to be reputable 
people, of prestige and standing. Included in the group were the 
ruling family of Abu Dhabi, and persons and entities associated 
with them; there were also involved in this group rulers from two 
of the other emirates in the United Arab Emirates. There were 
leading businessmen from the Middle East, such as a Mr. Fulaij, 
who came from one of the leading families in Kuwait; former chair- 
man of Kuwait Airways. Mr. Clifford mentioned Kamal Adham, he 
was a leading businessman from Saudi Arabia, and enjoyed a first- 

rate reputation. And we have attached to our prepared statement 

that has been submitted to the committee, some of the letters of 
reference that were submitted on behalf of these people, letters 
from some of the largest international companies and banks with 
which they dealt. 

We, in short, were pleased to represent these people. Now, atten- 
tion has been devoted to representations that Mr. Clifford and I 
made to bank regulators in connection with the acquisition of First 
American. The fact is — it’s not much mentioned — but there were 
three, prominent law firms, all of us working closely together, all 
of us dealing directly with the clients. We all believed the informa- 
tion that we were presenting to regulators was accurate. 

And here we had unusual confidence in the information being 
presented, because there were independent investigations of the 
proposed owners of First American by governmental authorities, 
investigations in which we did not participate. 

And the extent of those investigation was wide-ranging, and, 
indeed, in light of the high-profile nature of this acquisition, it may 
well have been unprecedented. The Federal Reserve, in its testimo- 
ny recently, has detailed the extent of those investigations. They 
were also the subject of hearings back in 1982. 1 will quote a couple 
of sentences from the hearing record. This was before Mr. Rosen- 
thal’s committee, testimony by Mr. Wallich, then member of the 
Federal Reserve Board. 

“Question, Mr. Rosenthal: Mr. Wallich, can you tell us just a 
little bit how you checked to verify the backgrounds, the character, 
the integrity, the financial resources of the individuals? Mr. Wal- 
lich: The board worked very hard at this, because as my testimony 
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says, this is a crucial matter. We used all the resources of the U.S. 
Government — not only those of the Federal Reserve Board. And we 
developed information from a very broad informational source. We 
also, of course, obtained bank statements. We obtained financial 
statements of the individuals. And these were certified. So we did 
what I think is humanly possible to develop detailed information 
on these individuals.” 

This investigation of the representations that had been made by 
these Middle East investors has also been described in a letter that 
was written by the banking superintendent of New York State, in 
a letter that was submitted to Mr. Rosenthal— again, I think a 
couple of sentences will give you the feel of it. 

He writes, after detailing the extensive nature of the investiga- 
tion that they conducted, he says: All the information we received 
indicated that the investors were prestigious and reputable people. 
None of the regulatory agencies involved found anything derogato- 
ry about any of the investors, nor did the former top management 
of Financial General, who fought the takeover for almost 3 years. 
And he says our investigation was thorough, and explored all avail- 
able sources of information. 

It does make — be ironic that we had available to us, in this 
transaction, much more information than a lawyer normally has in 
a commercial transaction. Here we had sworn testimony from the 
key individuals. We had extensive background information. We 
had certified financial statements, bank references, personal busi- 
ness references. And then we had these extensive investigations 
and cross-checks by the U.S. Government, and by the State regula- 
tory authorities. And all of the information that was gathered sup- 
ported the representations that were being made. 

Let me conclude — we do not know what the truth is as to the al- 
legations that have been leveled regarding certain of the First 
American shareholders serving as nominees for BCCI. The owner- 
ship issue is very confused. It r s in dispute. Documents from BCCI 
which relate to this issue are suspect, according to Price Water- 
house— BCCI’s auditors. 

From our standpoint, we never had any reason to distinguish be- 
tween shareholders, or to assume that some of the shareholders 
were legitimate, and other shareholders or nominees— all of them 
appeared to be of the same category. 

Now I think the committee will understand that no corporate 
management can know what a shareholder does with his stock 
after it is purchased. However, during the initial regulatory pro- 
ceedings, we made commitments to regulators that First American 
would be operated honestly and properly under the control of Mr. 
Clifford and the board of directors. And whatever the facts are that 
are developed, relating to the ultimate ownership of the stock of 
First American, I state to this committee without equivocation, 
that we kept that fundamental promise to regulators. 

Thank you. 

[The prepared statements of Mr. Altman and Mr. Clifford follow:] 

Prepared Statements of Clark M. Clifford and Robert A. Altman 

Chairman Kerry, Senator Brown, members of the committee: We are pleased to 
appear today before the Subcommittee on Terrorism, Narcotics, and International 
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Operations of the Senate Foreign Relations Committee and welcome the opportunity 
to discuss in this public forum the facts, circumstances, and allegations surrounding 
First American Bankshares and the Bank of Credit and Commerce International 
(“ BCCT ”). 

We submit this testimony as our joint statement. Our testimony necessarily con- 
cerns events going back many years and reflects our respective recollections of these 
matters. 

We are, of course, aware of the widely reported allegations that BCCI has engaged 
in systematic fraudulent practices worldwide, and are familiar with the charge that 
BCCI may secretly have acquired a substantial stock interest in First American. We 
urge care in reviewing these complex allegations, and caution in reaching judg- 
ments about these events. 

We note the natural tendency to view the events of yesterday in the light of 
charges or information available only today. We shall attempt to present the facts 
and circumstances as they were known to us at the time the events were occurring, 
so that a fair and objective review of the issues is possible. 

We previously appeared on September 11, 1991, before the House Banking Com- 
mittee. Subsequent to that appearance, representatives of the Federal Reserve have 
appeared before the House Banking Committee and presented the results of regula- 
tory audits which answer certain fundamental questions that have been raised 
about First American and our management of that Company. We believe that testi- 
mony is significant and shall attempt to highlight salient portions of it today. 

We also are generally aware of hearings involving the BCCI matter before this 
Subcommittee earlier this year. We welcome the opportunity to correct those parts 
of the record that we believe are in error. Through our testimony, we shall provide 
the Subcommittee the facts concerning our conduct and our legal representation of 
BCCI, so that no misinformation or error remains. We appreciate the chance to 
appear in this public hearing, and set the record straight. 

We are comfortable in the knowledge that this Subcommittee and the American 
people can hear from us directly, and reach their own conclusions. We intend to be 
candid and direct. We submit that when we conclude our testimony, the following 
fundamental conclusions will be inescapable: 

1. Honest Operation. First American — the banking organization we headed for 
over 9 years — was operated honestly and ethically. Whatever may have happened at 
BCCI — and those exact facts are far from clear — the record establishes, and compre- 
hensive audits confirm, that at First American under our leadership there were: 

• No financial improprieties 

• No fraudulent lending practices 

• No account manipulations 

• No money laundering 

• No improper payments to BCCI 

• No transactions which benefited BCCI at the expense of First American 

• No lavish executive perquisites 

• No lack of regulatory supervision 

• No U.S. taxpayer bailout 

• No depositors that ever lost a cent 

It has, after all, been the banking operations of First American for which we have 
been responsible all these years, and we welcome an examination of our record. This 
decade of honest, reputable banking at First American refutes any allegation that 
the activities of First American were controlled by an allegedly corrupt foreign in- 
stitution. 

2. American Management and Control . First American has been managed and 
controlled by prominent American Boards of Directors and experienced American 
bankers — in keeping with express commitments that were made to bank regulators. 
Together with final responsibility for the Company, the ultimate management au- 
thority at First American was reposed by the shareholders in Clark Clifford as 
Chairman. At no time did First American receive instructions or directives from 
BCCI regarding First American’s business decisions. At no time did BCCI control 
First American’s operations. The evidence is conclusive that the two companies had 
different — and incompatible — operating policies and procedures, strategic concepts, 
bank support functions, staffing and administrative programs, customer bases, and 
controls and systems. The two organizations did not share a common corporate phi- 
losophy or culture. 

3. Regulatory Audits. The Federal Reserve’s inquiry into the issues concerning 
BCCI and First American has involved intensive, wide-ranging audits of the entire 
First American organization. This inspection was conducted by the Federal Reserve, 
the FDIC, and state regulators in a coordinated effort. The findings of that inspec- 
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tion confirm the most fundamental assertions we have made during the current in- 
vestigation — at First American there was no “involvement of, influence by, or im- 
proper payments to BCCI.” 1 These audits have established that we ran First Ameri- 
can and we ran it honestly. 

4. Financial Record. The administration of First American during our tenure was 
successful. Under our direction, a scattered group of local banks in various markets 
was transformed into a major, dynamic financial institution. The Company’s assets 
increased dramatically, from approximately $2.2 billion to over $11 billion. This 
growth was accompanied by similar increases in deposits that relied upon stable 
core deposits, not “purchased” money. During this same period, profits quadrupled. 
Last year, with the precipitous decline in real estate values and the resulting need 
to build loan reserves, First American for the first time reported an operating loss 
(as did many banks in the region). Despite that setback, First American remains a 
uniquely valuable franchise with an excellent future. It employs over 6,000 Ameri- 
cans and offers first rate banking services. 

5. Ownership. At no time, prior to the recent disclosure of allegations, did we 
become aware of any secret ownership of First American stock by BCCI. Despite the 
review of reams of First American and BCCI documents by investigators, including 
BCCI’s so-called “secret” files, no evidence has been found that establishes that we 
knew BCCI illegally owned any First American stock, or that we knowingly misled 
regulators. To the contrary, there is a large volume of documents — correspondence, 
proxies, share transfer deeds, letters of waiver and acceptance, offering memoranda 
and Board minutes — which clearly show that we operated in the belief that First 
American was owned by Middle Eastern Investors. 

6. Bona Fide Shareholders . The assertion that BCCI owns a large block of First 
American stock remains an allegation, not a factual determination. A number of 
the shareholders are not challenged as being nominees. Certain other shareholders, 
said to be nominees, have strongly denied the allegation. As of this time, the only 
conclusion that can be reached is that the true ownership of First American is un- 
clear. (See Attachment A). It is, of course, impossible for the management of any 
corporation to know what secret arrangements a shareholder could have made with 
his stock. For our part, however, there was never any reason to distinguish one 
shareholder from another, or suspect that any of the shareholders were not bona 
fide investors. 

7. Shareholder Representations. Whatever the truth is relating to BCCI’s secret 
ownership of First American stock — and that picture remains murky — we and other 
counsel made every reasonable effort to ensure that the representations made to 
bank regulators in 1980-81 in connection with the proposed acquisition of First 
American were accurate. Three prominent law firms worked actively together 
during the regulatory process, and everyone involved at each of these firms believed 
the information being presented was correct. 

8. Regulatory Proceedings . Descriptions of the 1981 Federal Reserve proceedings, 
which have suggested that regulatory approvals were largely based on some general 
assurances given to the agency by Clark Clifford, are refuted by the factual record. 
The 1981 federal regulatory approvals were based on the merits of that application, 
as reflected in a voluminous administrative record. Moreover, as Federal Reserve 
officials have repeatedly testified there were extensive, independent investigations — 
inquiries in which we were not involved — where various federal agencies assisted 
the federal and state bank regulators. 2 Information thus was obtained from the 
State Department, the Commerce Department, the FBI, the CIA and the Middle 
East specialists of several leading New York banks — which confirmed information 
in the application and presented no proper basis for objecting to the proposed acqui- 
sition. 

As Alan R. Cohen, Acting Superintendent of the State of New York Banking De- 
partment, wrote to the late Representative Benjamin Rosenthal, then Chairman of 
the Subcommittee on Commerce, Consumer and Monetary Affairs of the House 
Committee on Government Operations: “From none of the foregoing sources of in- 
formation did we ever receive any derogatory information about any of the inves- 
tors. On the contrary, all the information we received indicated that the investors 


1 Written Testimony of Robert P. Black, President, Federal Reserve Bank of Richmond, Before 
the Committee on Banking, Finance and Urban Affairs, U.S. House of Representatives (Sept. 13, 
1991), at 5. 

2 See, e.g. t Hearings on the Role of the Federal Reserve in Regulating BCCI Before the Bank- 
ing, Finance and Urban Affairs Committee, U.S. House of Representatives (Sept. 13, 1991) (here- 
inafter u Sept. IS, 1991 House Banking Hearing”) (Statement of Virgil Mattingly, General Coun- 
sel, Federal Reserve System) (Legislate Transcript pp. 67-68, 96). 
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were prestigious and reputable people. ” (Letter from Alan R. Cohen to Rep. Benja- 
min Rosenthal, dated October 12, 1982, appended hereto as Attachment B) (empha- 
sis added). This view was echoed by Henry C. Wallich, then a Member of the Feder- 
al Reserve Board of Governors, during his September 1982 testimony before Chair- 
man Rosenthal’s Subcommittee, in which he described the investigation conducted 
by the Federal Reserve to verify the character, integrity, and financial resources of 
the investors. A copy of Mr. Wallich’s testimony is appended hereto as Attachment 
C. In short, after prolonged and exacting scrutiny, the regulators reached the same 
conclusion that we did — that the investors were reputable, wealthy individuals who 
were buying the stock as personal investments. 

9. Legal Representation. During those periods in which we represented BCCI, we 
provided services and advice which BCCI was entitled to receive. At no time did our 
law firm take any improper action to obstruct or impede any lawful investigation of 
BCCI. 


We believe these points are compelling. With this brief introduction, we shall now 
present the history of our involvement with First American and then address cer- 
tain of the basic issues that have been raised. 

BACKGROUND 

Our initial involvement with BCCI dates back to late 1977, when we were intro- 
duced to Mr. Agha Hasan Abedi, the president and founder of BCCI. Mr. T. Bertram 
Lance, former Director of the Office of Management and Budget, had been asked by 
Mr. Abedi to serve as a consultant on investment opportunities in the United 
States. During subsequent meetings with Mr. Abedi in early 1978, we learned that 
BCCI served as the banker and investment advisor to a number of wealthy Middle 
Eastern rulers and businessmen. Without our involvement or advice, four of these 
investors had purchased stock in an American bank holding company called Finan- 
cial General Bankshares (“FGB”), the predecessor to First American, without filing 
certain disclosures with the Securities and Exchange Commission (“SEC”). The SEC 
investigated these transactions, and the management of FGB, concerned that these 
purchases foreshadowed a possible corporate takeover effort, filed suit against the 
Arab investors, BCCI, Mr. Abedi and others. We were retained to represent Bert 
Lance, Agha Hasan Abedi, BCCI, Sheikh Mohammed bin Zaied al Nahyan, Sheikh 
Sultan bin Zaied al Nahyan, Faisal al Fulaij, and Abdullah Darwaish, certain of 
these defendants. The highly regarded New York law firm of Wachtell, Lipton, 
Rosen & Katz also was retained, at our suggestion, and served as co-counsel 
throughout these proceedings for the next 4 years. 

It must be remembered that the credentials of BCCI and its founder, Mr. Abedi, 
at that time, were favorable, and even impressive. When we first came to know Mr. 
Abedi, information available to us suggested that BCCI was a legitimate financial 
institution which was associated with people and entities of high standing and 
repute. Based on our initial meetings, we personally found Mr. Abedi to be digni- 
fied, modest, intelligent and credible. 

BCCI, the institution Mr. Abedi founded in 1972, likewise enjoyed respectability. 
It was notable that Bank of America was a partner in BCCI, owning 30 percent of 
its shares. 3 The other investors in BCCI included “some of the most respected 
names in the Middle East and representatives of most of the ruling families.” 4 
BCCI’s annual audited financial statements indicated that BCCI’s banking oper- 
ations were sound and proper. 

BCCI maintained correspondent banking relationships and lines of credit with a 
number of major domestic and foreign banks, including Security Pacific, American 
Express, Bank of New York, National Westminster Bank and Bank of America. 
Throughout the 1980’s, it is reported that Bank of America handled over $1 billion 
daily in clearings for BCCI. 5 BCCI also developed relationships with leading invest- 
ment banking firms. For example, in 1983 BCCI issued $50 million in floating rate 
notes that were underwritten by such major investment brokerage houses and 
banks as Merrill Lynch, First Chicago Limited, Prudential-Bache Securities, 


3 When Bank of America sold its BCCI shares, it issued a press release to deny reports that its 
divestiture related to concerns about BCCI or its management practices. Bank of America Press 
Release, Sept. 1, 1978. 

4 BCCI f s Rise Based on Unique Management Style, Washington Star, Oct. 22, 1978, at A-15. 

5 See Gilt by Association, Time (Oct. 7, 1991). 
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Lehman Brothers, and Kidder Peabody. 6 These facts demonstrated credibility and 
stability in the financial world. 

Many regulatory authorities granted approval to BCCI to conduct operations 
within their jurisdictions during the 1980's. 7 Thus, BCCI purchased banks and 
opened banking operations all over the world, including its licensed banking agen- 
cies in the United States in New York, Florida, and California. By way of illustra- 
tion, Mr. Gerald Lewis, the Comptroller of Florida, wrote to Mr. Abedi in late 1985, 
urging BCCI to establish its U.S. banking operations in his state because Florida 
was the “most commercially attractive and viable state to locate and expand [his] 
bank's U.S. activities.” A copy of this letter is appended hereto as Attachment D. 
Many public and private entities, including the United Nations, UNICEF, and the 
central banks of Peru, Nigeria, Zimbabwe, Bangladesh, and Kenya, kept substantial 
funds on deposit with BCCI. 8 While we have no personal knowledge, we understand 
from recent reports that our own Central Intelligence Agency had substantial rela- 
tionships with BCCI. 

As former Comptroller of the Currency and New York State Superintendent of 
Banks, John Heimann, wrote in a recent article in the Wall Street Journal: “When I 
look back at its origins, I am struck by how respectable BCCI appeared then. Among 
other things, Bank of America was a major shareholder. Regulators in many na- 
tions, including Britain, opened their doors to what looked like a uniquely dynamic, 
well-backed Third World bank.” 9 

The FGB Litigation 

As noted above, our law firm was retained in February 1978 to represent Lance, 
the Arab investors identified above, BCCI and Mr. Abedi in legal proceedings that 
arose in connection with the purchase of approximately 18 percent of the stock of 
FGB. In an effort to resolve the SEC case and protect the financial interests of the 
investors, a tender offer to acquire control of FGB was recommended by New York 
counsel. The documents settling the SEC proceeding expressly provided for a tender 
offer by the investors and/or ICIC, a corporate shareholder of BCCI. 

When we agreed to assist in pursuing this acquisition, we understood that there 
was no legal prohibition against foreign ownership of an American banking institu- 
tion. Indeed, a view was expressed by thoughtful U.S. policy-makers that the pur- 
chase of crude oil by the United States had resulted in the transfer of billions of 
dollars annually to the Middle East, and that it would benefit the American econo- 
my to have some of that money returned to the United States in the form of capital 
investments. 

The SEC proceedings were resolved in March 1978, but the litigation with FGB 
management, which sought to prevent the acquisition, continued until the summer 
of 1980 — making this one of the longest corporate takeover struggles in history. The 
extensive litigation with FGB was intense, and exhaustive discovery was conducted 
of the investors, BCCI and others. Sheikh Adham, Messrs. Fulaij and Darwaish, as 
well as Mr. Abedi and other BCCI officers, testified under oath in depositions. In all 
this extensive testimony, there was no evidence that established the investors were 
acting for BCCI. 

The takeover contest contributed substantially to our understanding and belief 
that the investors were seeking to acquire FGB shares in their own right. During 
the ensuing depositions, the investors, Mr. Abedi, and other BCCI officials testified 
under oath in the presence of counsel. None of us had any reason to question the 
veracity of their sworn statements. In particular, their sworn testimony established 
that: (i) the investors were purchasing FGB shares for their own interest, because 
they valued the stability of investments in the United States; (ii) BCCI did not con- 
trol, vote, or have the power to dispose of the shares purchased by the investors; (iii) 
BCCI would not finance the purchase of shares in the tender offer; (iv) BCCI's role 
with respect to the investors' purchase of FGB shares was that of commercial 
banker and investment advisor; and (v) the investors intended their investment to 
be managed by American professionals. 


6 Prospectus, U.S. $50,000,000 Guaranteed Floating Rate Notes due 1990, unconditionally and 
irrevocably guaranteed as to payment of principal and interest by BCCI Holdings (Luxembourg) 
S.A. (Nov. 22, 1983). 

7 We were aware that there was regulatory concern about BCCI's corporate structure; BCCI 
lacked a single consolidated regulatory authority which would serve as its lender of last resort. 
These concerns, however, did not relate to questions about fraudulent practices or illegalities at 
BCCI 

8 See BCCI: The Inside Story , The Independent, July 14, 1991, at 2. 

9 Don 't Overregulate After BCCI, Wall Street Journal, Sept. 12, 1991, at A-18. 
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Nothing in the course of this litigation — neither the investors 1 actions nor their 
words — indicated in any way that they were nominees for BCCI, as is now alleged. 
During the course of the takeover litigation, they travelled to the United States to 
testify under oath and defend their investment. They were also willing to make ex- 
tensive personal disclosures to regulatory authorities. 

In July 1980 an agreement was signed with the management of FGB settling the 
litigation and providing for the acquisition of FGB by the Middle Eastern investors, 
subject to regulatory approvals. 

REGULATORY PROCEEDINGS 

Before the tender offer for First American could be consummated, various federal 
and state bank regulatory authorities had to approve the transaction. A lengthy 
written application was filed with the Federal Reserve Board setting forth all rele- 
vant facts relating to the transaction. This application was prepared collectively by 
lawyers at Wachtell, Upton, Rosen & Katz; Clifford & Warlike; and Kutak, Rock & 
Huie. Each of these law firms had direct contact with BCCI and the Arab investors 
regarding the representations being made. 

Further, the regulatory approval process followed heated, high profile litigation 
and took place in an atmosphere of bitter opposition, particularly in New York City, 
where one of FGB’s principal banks was located. The investors’ applications for reg- 
ulatory approval of the tender offer therefore received intense scrutiny. 

The Federal Reserve Board took the unusual step of convening an on-the-record 
hearing in April 1981, at which federal and state regulators had an opportunity to 
question some of the investors, who made themselves available for this purpose. 10 
At that hearing, four of the investors appeared and affirmed that they — not BCCI — 
owned and controlled their FGB shares. The investors also made clear that they in- 
tended to participate in the tender offer for their own accounts, and that they in- 
tended to leave the management of the Company to an American Board of Direc- 
tors. Assurances were also given by the investors during the regulatory approval 
process that BCCI had not and would not finance the acquisition of FGB shares in 
the upcoming tender offer, or otherwise participate as an investor in the tender 
offer. 

The bona fides of the investors throughout this process seemed evident to us. The 
initial group of investors had been expanded to 14 persons and entities of stature in 
the Middle East. Their number included members of the ruling families of the 
United Arab Emirates and their wholly-owned investment companies. One of the in- 
vestors, the Abu Dhabi Investment Authority, was a wholly-owned governmental 
entity, responsible for investing the assets of the Emirate of Abu Dhabi. Charged 
with investing the resources of one of the richest countries in the world, it hardly 
could have appeared more substantial, and the logic of its interest in investing in a 
U.S. financial institution which promised long-term growth and stability seemed 
plain. 

Sheikh Kamal Adham, the “informal chairman” or leader of the shareholder 
group — and reportedly a close associate of Anwar Sadat of Egypt — similarly was 
considered a leading citizen of Saudi Arabia. During those proceedings, we received 
references from major corporations which attested to Sheikh Adham’s character, in- 
tegrity, and financial resources. Similar references were provided for other inves- 
tors. As examples, several such letters of reference are appended hereto as Attach- 
ment E. 

One personal observation about these people also seems relevant. Along with 
Sheikh Adham, Sheikh Zaied bin Sultan al Nahyan, the ruler of Abu Dhabi, had 
helped Mr. Abedi start BCCI. These gentlemen were among Mr. Abedi’s most impor- 
tant clients. In our experience, Mr. Abedi was always exceedingly deferential in the 
presence of any of the investors. It seemed plain to us that Mr. Abedi was an agent 
of the investors, not their principal. 

Martin Lipton of the law firm of Wachtell, Lipton, Rosen & Katz had a similar 
reaction: “Mr. Adham talked to Mr. Abedi in a manner which clearly indicated to 
me that Mr. Abedi was Mr. Adham’s agent, not his principal; Mr. Abedi, for his 
part, was entirely deferential to Mr. Adham.” 11 No one questioned that Mr. Abedi 


10 See Transcript of Meeting before the Board of Governors of the Federal Reserve System, 
regarding applications of Credit and Commerce American Holdings and Credit and Commerce 
American Investment, to acquire Financial General Bankshares, Inc. (April 23, 1981) (herein- 
after “April 23 f 1981 Federal Reserve Transcript ”). 

1 1 Affidavit of Martin Lipton (Aug. 9, 1991) (hereinafter “Lipton Affidavit”), fl 10. 
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served the investors, not the reverse. Again in Mr. Lipton’s words, “no person who 
observed the interaction between them would have believed that Mr. Adham was a 
‘front' or ‘nominee' for Mr. Abedi or BCCI.” 12 
The investors provided certified financial statements and other information, 
which documented their ability to purchase the Company. The regulators did not 
rely solely upon these materials, but rather made independent inquiries into the in- 
vestors' financial resources and integrity that certainly were far-reaching in scope. 
In his 1982 testimony before the Subcommittee on Commerce, Consumer and Mone- 
tary Affairs of the House Committee on Government Operations, Henry C. Wallich 
of the Federal Reserve described the scope of the Board's investigation: 

The Board worked very hard at this because * ♦ * this is a crucial matter. 
We used all the resources of the U.S. Government, not only those of the Federal 
Reserve Board, and we developed information from a very broad informational 
source. 

We also, of course, obtained bank statements. We obtained the financial state- 
ments of the individuals, and these were certified by local accountants who in 
turn were certified by familiar named accountants of the Big Eight. 

******* 

* * * [W]e used all sources that were at our disposal. I think a very unusual 
effort was put into this because of the importance of getting a clear picture. 
After putting it all together and getting the cross-checks, we arrived at the con- 
clusion that these [investors] were satisfactory. 

(Attachment C, p. 56-57). William Taylor, Staff Director, Division of Banking Super- 
vision and Regulation, and Virgil Mattingly, General Counsel of the Federal Re- 
serve, have repeatedly reaffirmed the extent of the Board's own investigatory efforts 
during testimony before both this Subcommittee and the House Banking Commit- 
tee. 13 

The magnitude of this regulatory review also is well described in a letter written 
by Alan R. Cohen, Acting Superintendent of the State of New York Banking De- 
partment, to the late Congressman Benjamin Rosenthal, dated October 12, 1982, ap- 
pended hereto as Attachment B. As Mr. Cohen wrote, the regulatory applications by 
Credit and Commerce American Holdings (“CCAH”) and Credit and Commerce 
American Investment (“CCAI”), First American's parent companies, “received more 
scrutiny from more regulatory agencies than any other in recent memory." He went 
on to say that 

[o]ver a period of 4 years, the application was scrutinized by the Federal Re- 
serve Board, the Comptroller of the Currency, the Securities and Exchange 
Commission, and the banking authorities of the states of Maryland, Virginia 
and Tennessee as well as New York. 


12 Id. 

13 In their written testimony to the House Banking Committee, submitted in connection with 
their Sept. 13, 1991 appearance, Mr. Mattingly, William Taylor and E. Gerald Corrigan of the 
Federal Reserve stated: 

The Board did not rely solely on these representations that the investors were acting for 
themselves. The Board requested detailed information from the investors regarding their finan- 
cial resources and affiliations, including financial statements prepared by accounting firms, 
some of which were affiliated with the largest accounting firms in the world. Financial state- 
ments were submitted, and, in the case of the largest shareholders, a statement about the source 
of funds to be used to make the acquisition was required. The Board also obtained letters from 
the largest investor’s banks confirming balances and containing references. All these materials 
indicated that the investors were persons of considerable means and that the purchases were to 
be made from their own personal resources. 

To further verify that the representations being made were accurate, the Board conducted 
background checks on the shareholders, soliciting information from the Central Intelligence 
Agency, the Departments of State and Commerce, and a foreign bank supervisor. The Board also 
obtained information from the SEC regarding the original acquisition and two CCAH sharehold- 
ers. 

None of the agencies performing background checks — the CIA and State and Commerce De- 
partments — reported any adverse information on the investors, and the Departments of State 
and Commerce reported that the investors were persons of substance. Neither the Board nor 
any other regulator received any evidence from other sources that the representations made to 
them were false. 

Written Testimony of J. Virgil Mattingly, Jr., General Counsel, and William Taylor, Staff Di- 
rector, Division of Banking Supervision and Regulation, Board of Governors of the Federal Re- 
serve System, and E. Gerald Corrigan, President, Reserve Bank of New York, before the Com- 
mittee on Banking, Finance and Urban Affairs, U.S. House of Representatives (Sept. 13, 1991) at 
23-24. 
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Mr. Cohen advised Congressman Rosenthal that the “vast investigative resources 
of the federal government” were brought to bear upon the investors and their appli- 
cation. According to Mr. Cohen, information about the investors was obtained, inter 
alia, from the State Department and the Department of Commerce. 

Finally, the regulators “utilized the resources of multinational banks in New 
York City, in particular Morgan Guaranty Trust Company, Manufacturers Hanover 
Trust Company, Irving Trust Company and Citibank,” as additional sources of infor- 
mation. As Mr. Cohen stated: 

Middle East specialists at these banks knew the major investors, were able to 
confirm the accuracy of much of the information * * * [the regulators] ha[d] re- 
ceived, and were able to supply * * * additional information as well. 

As the New York Banking Department informed Congress, “[f]rom none of the fore- 
going sources of information did we ever receive any derogatory information about 
any of the investors.” 

In short, the regulatory proceedings were thorough and extensive. Any suggestion 
that regulators approved this transaction on the basis of general assurances from 
counsel is completely refuted by the record. 

We believed, as did our co-counsel from other firms and the many regulators who 
carefully had scrutinized the matter, that the investors were substantial persons 
who desired a passive investment in a valuable American banking franchise — not 
BCCI nominees. As co-counsel Mr. Lipton has stated: 

During the course of Wachtell Lipton’s service as counsel, I saw no evidence 
suggesting that BCCI or Mr. Abedi was a principal in the transactions, much 
less that Mr. Adham or the other Investors were “nominees” or “fronts” for 
BCCI or Mr. Abedi. To the contrary, it appeared that BCCI and Mr. Abedi were 
the advisors they held themselves out to be. By the same token, in all my deal- 
ings with Messrs. Clifford and Altman, I saw nothing which led me to believe 
that either of them knew or suspected, or had any reason to know or suspect, 
that BCCI or Mr. Abedi was a principal. 14 

For nearly 9 years following the takeover, nothing occurred to disabuse us of our 
basic belief about the Middle Eastern owners of this Company. 

MANAGEMENT AND CONTROL OP FIRST AMERICAN 

After the acquisition was approved by the Federal Reserve and the relevant state 
authorities, the tender offer for FGB — which later was renamed First American — 
was consummated in April 1982. 

Mr. Clifford had been asked by the shareholders to consider serving as Chairman 
of the Company following the acquisition. At the time of the acquisition, Mr. Clif- 
ford was 75 years old, and had had a long and successful career in government and 
the private practice of law. The invitation to become Chairman was appealing. The 
investors, who had remained steadfast through the years of difficult litigation, clear- 
ly required assistance as passive investors in the Company. Equally important, how- 
ever, was the challenge posed to try to realize the potential of this banking compa- 
ny. 

Before accepting the offer, however, a fundamental agreement was made with the 
shareholders on the issue of authority. The express understanding was reached that 
Mr. Clifford would have complete authority for the management and direction of the 
Company and complete responsibility as Chairman for its operations. This agree- 
ment never was violated. 

Against this background, Clark Clifford joined the Boards of CCAH, CCAI, and 
First American Corporation in 1981, and became Chairman of the Board of First 
American Bankshares in April 1982. Former Senator Stuart Symington was elected 
Vice Chairman of First American Bankshares, a Managing Director of its parent 
holding companies, and a director of the subsidiary New York bank. Robert Altman 
became President of First American Corporation and a director of various First 
American holding companies and subsidiary banks. A group of distinguished Ameri- 
cans — including, for example, James Gavin, a retired General of the U.S. Army, 
who had served as U.S. Ambassador to France and Chairman of Arthur D. Little; 
and Elwood Quesada, a retired Air Force General who had served as Administrator 
of the Federal Aviation Administration and Special Assistant to President Eisen- 
hower — were invited to and became members of the Board. 

A professional banking staff was employed to conduct the day-to-day banking 
business of the Company. We, together with the Board of Directors, thereafter estab- 
lished the broad policies, strategic directions, financial objectives, and operating phi- 


14 Lipton Affidavit, fl 4. 
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losophy of First American. The law firm of Clifford & Wamke was retained, at the 
express request of the shareholders, to serve as general counsel to First American. 

The investors committed themselves to having 60 percent of their shares voted by 
Senator Symington for the first 5 years. This dramatized the transfer of control 
from the shareholders to the American directors. Thereafter, the shareholders 
signed proxies for annual meetings which generally affirmed the recommendations 
of the American Board of Directors. 

During the 9 year period when we headed First American, the Company pros- 
pered and grew. It was transformed from a small, lackluster group of banks into the 
largest banking organization in Washington, DC. A retail banking franchise was 
created that remains unique — and quite valuable. In August of this year, we re- 
signed our positions with First American Bankshares and its related entities. 

Management's Dealings With BCCI 

Considerable attention has been given to our contacts with BCCI in the years fol- 
lowing the acquisition of First American. It is only today's hypersensitivity to BCCI 
that makes these contacts appear controversial. Over the past decade, we met with 
officials of BCCI several times a year in London. We also had meetings in the 
United States. These meetings were not unusual, nor were they in contravention of 
understandings we had with bank regulators. 

During the regulatory proceedings, the regulators repeatedly were told, orally and 
in writing, that BCCI had existing banking and other relationships with the share- 
holders and had provided, and would continue to provide, certain services to the 
CCAH investors in connection with their CCAH investments. Specifically, the regu- 
lators were advised that certain of the First American investors were also share- 
holders in BCCI; that the investors used BCCI as their commercial and investment 
bank; that BCCI had provided and would continue to provide “advisory and other 
services” to the shareholders with respect to their CCAH investments; and that 
BCCI served as a communications link with the investors (given the logistical prob- 
lems in communicating with these foreign shareholders). 15 It therefore was under- 
stood by the regulators that there were substantial ties between BCCI and these in- 
vestors. Indeed, the regulators expressly were informed that BCCI “would continue 
to look after and provide advice to the Investors with respect to their investments,” 
including their investment in First American. 16 This was consistent with the roles 
played by BCCI during the years of the takeover litigation. 

Following the acquisition, we continued to interact with BCCI and the investors 
as we had done previously. Sheikh Adham, as the leader of the shareholders, and 
Mr. Abedi, as an advisor to the shareholders, continued to meet with us on a regu- 
lar basis over the years to hear reports on the shareholders' investment in First 
American. We did not resist or seek to avoid these contacts with BCCI. We under- 
stood that the First American shareholders were important clients and customers of 
BCCI and that, as the investment advisor to these shareholders, BCCI wanted the 
shareholders' investment in First American to be successful. 

The various activities known to us that BCCI undertook for the shareholders after 
the acquisition were consistent with representations to bank regulators and seemed 
entirely unexceptional. In connection with annual meetings, proxies were sent to 
the shareholders through BCCI and were signed by the shareholders and returned 
through BCCI. A sample of these signed proxies is appended hereto as Attachment 
F. Letters of acceptance or waiver for share subscriptions in connection with our 
efforts to raise capital from time to time were sent to the shareholders through 
BCCI, and were received back signed by the shareholders , occasionally retyped on 
the shareholders' letterhead. 

In connection with the Company's efforts to raise additional capital through 
rights offerings, we increasingly were asked by the shareholders to provide offering 
memoranda which would explain the need for additional capital. In this regard, we 
were informed by BCCI that the shareholders demanded more formal communica- 
tion from management before they would commit substantial additional monies to 
First American's operations. Such demands for information, of course, were entirely 
consistent with our understanding that the shareholders had each made a personal 
investment in the Company. In response to these requests, in 1986 we prepared and 
distributed to the shareholders a lengthy profile of CCAH, which described the 


15 See generally April 23, 1981 Federal Reserve Transcript ; Application to the Board of Gover- 
nors of the Federal Reserve System for prior approval of action to become a bank holding com- 
pany (Oct. 3, 1980). 

16 Letter from Robert A. Altman to Lloyd M. Bostian, Jr., Vice President, Federal Reserve 
Bank of Richmond (Nov. 24, 1978) (copy to William W. Wiles, Federal Reserve Board). 
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unique opportunity for investment presented by purchasing shares in First Ameri- 
can’s parent company. Offering memoranda were prepared and distributed to each 
shareholder in connection with the rights offerings held in 1987 and 1989. (Sec, e.g, 
Attachment G). These memoranda were intended to permit a shareholder to be in- 
formed fully about the investment decisions being presented. 

As a result of these and other communications, it was our understanding that the 
shareholders of record were the owners of the Company. We believed that BCCI was 
in touch with the shareholders, and was keeping them informed about the status of 
their investments, as had been contemplated. BCCI, in its communications with us 
and others, certainly conveyed the impression that it was acting as a link with very 
real shareholders, consistently referring to “the investors,” “the shareholders,” and 
their views. (See, for example, Attachment H). 

BCCI performed the same communications function with respect to all the share- 
holders, including Sheikh Zaied and others, against whom no allegation of nominee 
status has been lodged. We certainly had no suspicion that BCCI might have been 
treating certain shareholders differently from others. We ask, how were we or the 
Federal Reserve to distinguish a real shareholder from a nominee shareholder 
under these circumstances? 

Of course, nothing in the books, records, or operating history of First American 
indicated that BCCI controlled any of the stock of the Company. No stock was ever 
issued to BCCI by CCAH or registered in its name or for its beneficial interest. No 
notice of foreclosure on Company stock has ever been received from BCCI. During 
the nearly 10 years of alleged foreign ownership of First American, BCCI never at- 
tended any Annual Meeting of shareholders or voted on any corporate matter, in- 
cluding the election of directors. Those votes were cast by the registered sharehold- 
ers. BCCI never attempted to exercise any rights of an owner or control at any time. 

In sum, all indications were that the investors were real and that they received 
information relating to CCAH through BCCI in its capacity as investment advisor 
and communications link — roles which had been disclosed to the Federal Reserve 
from the outset. After the acquisition of First American, as before, the conduct of 
the investors and of BCCI was consistent with our understanding that the investors 
had acquired First American independently of BCCI 17 and were the real owners of 
their shares. 

Absence of BCCI Control 

We wish it to be plain on the public record that — whatever the facts are relating 
to secret control by BCCI over any First American stock — BCCI did not control the 
management decisions or actual operations of First American. 18 

As the recent Price Waterhouse report to the Bank of England states: 

[BCCTs] former management have represented to us that the arrangements 
[between BCCI and First American] were in the form of a “merchant banking” 
transaction, in that it always acted as a “sleeping partner,” at no time using 
any voting rights or exercising any controlling influence over the management of 
First American. 19 

This point has been reaffirmed by the Federal Reserve in numerous audits of the 
Company. Robert P. Black, President of the Federal Reserve Bank of Richmond, 
stated in his recent written testimony to the House Banking Committee: 


17 As late as April 1990, BCCTs internal auditors reported to senior BCCI management that 
their review of BCCTs files and papers, and interviews, had revealed that 

In 1982, when CCAH acquired First American Bank shares via two intermediate bank holding 
companies set up for this purpose (CCAI and FAC), the acquisition was wholly funded by the 
shareholders of CCAH from their own resources plus a U.S. $50 million syndicated bank term 
loan which was obtained by (FAC) First American Corporation. 

Hearing on Narcotics and Foreign Policy Implications of the BCCI Affair Before the Subcom- 
mittee on Terrorism, Narcotics and International Operations of the Committee on Foreign Rela- 
tions, U.S. Senate (Aug. 8, 1991), Exh. 6, p. 13, 1.00 (emphasis added and omitted). 

18 As Virgil Mattingly, the General Counsel of the Federal Reserve, recently testified before 
the Senate Subcommittee on Terrorism, Narcotics and International Operations, there is a legal 
distinction between control over bank stock and control over the day-to-day management of a 
bank. See Hearing on Narcotics and Foreign Policy Implications of the BCCI Affair Before the 
Subcommittee on Terrorism, Narcotics and International Operations of the Committee on For- 
eign Relations, U.S. Senate (Aug. 1, 1991) (afternoon session) (Statement of Virgil Mattingly, 
General Counsel, Federal Reserve System) (Transcript p. 46). Even if, as has been alleged, BCCI 
acquired a secret ownership interest in the stock of First American’s parent company, that stock 
ownership cannot be equated with actual control over First American’s management and oper- 
ations. 

19 Price Waterhouse Audit Report on BCCI under Section 41 of the Banking Act 1987, submit- 
ted to the Bank of England (June 22, 1991) at p. 25, fl 6.4 (emphasis added). 
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[T]he Reserve Bank’s inspections found compliance with the conditions and 
commitments of the original application and no violations of the law. The exam- 
iners * ♦ * were well aware of the * * * concerns about the investors and the 
possible involvement of BCCI * * *. The examination and inspection record be- 
tween 1982 and late 1988 is clear. Neither the reports of our First American 
inspections nor any of the reports of examination prepared by other * * * regu- 
lators contained comments or criticisms regarding involvement of, influence by, 
or improper payments to BCCI. 20 

Moreover, when this current controversy arose in 1991, and the Federal Reserve 
initiated its investigation of BCCI, a comprehensive, coordinated and simultaneous 
examination of First American and its subsidiary banks was undertaken. In this 
regard, the Federal Reserve recently explained that “a total of 52 examiners from 
all 12 Federal Reserve Districts with an average experience level of approximately 8 
years have expended in excess of 7 man years on this examination.” 21 During this 
intensive audit, the Federal Reserve “found no evidence of influence and control or 
any indications that the [First American] banks were involved in any attempt on the 
part of covert owners to influence others. ” 22 At no time during the past 9 years did 
BCCI control the management decisions of First American. 

New York Operations 

Some have focused on First American’s efforts to establish a bank in New York 
City and have questioned BCCI’s role in the hiring almost 10 years ago of certain 
officers of the original management group of that bank. The fact is that BCCI has 
not in any way controlled First American Bank of New York (“FABNY”), much less 
the First American organization. These events now being questioned cannot be 
viewed in isolation, and are related to unique circumstances in New York during 
the 1982-83 time period. It is noteworthy that during the last 9 years new CEOs 
have been selected at each of the First American banks. These selections were not 
made or controlled by BCCI. Similarly, many senior officers in the First American 
organization, including officers vested with broad management responsibilities, have 
been hired over the past 9 years. Again, BCCI did not make or control these hiring 
decisions of First American. Indeed, BCCI had a prior employment relationship with 
only four of the more than 6,000 individuals employed by First American over the 
last decade. 

In connection with the 1981-82 regulatory proceedings to acquire two New York 
banks owned by FGB, an application was submitted to the New York State Banking 
Board. Due to strong opposition, the investors agreed to divest the New York City 
bank following the tender offer. The Middle Eastern investors, in effect, were forced 
to create a new bank in New York City — an unforeseen development. 

As a result, an entire management group to operate the New York bank had to be 
identified and hired. Mr. Abedi, as investment advisor to the shareholders, was con- 
sulted about bankers whom he might know or recommend for employment by the 
new First American Bank of New York. This assistance was particularly welcome as 
FABNY was to have an international banking capability, and Mr. Abedi’s back- 
ground was devoted to international banking. At no time, however, did Mr. Abedi 
make decisions concerning the selection, hiring, or dismissal of officers. Final au- 
thority — as made clear by Board minutes — rested with Mr. Clifford and the FABNY 
Board. 

The first CEO of FABNY — a candidate recommended to Mr. Clifford by Mr. 
Abedi — was a senior officer with Bank of America. He appeared well qualified for 
the position, and after due consideration was appointed as CEO of FABNY by its 
Board of Directors. As a result of operating differences that arose subsequently be- 
tween this individual and Mr. Clifford and the FABNY Board, he was replaced after 
only 2 years. Another banker, William Duncan, who had been with Chemical Bank 
for many years, was identified by an executive search firm and was hired by the 
FABNY Board. The lack of BCCI control over FABNY is made clear by Mr. Duncan, 
who has been the CEO of FABNY for approximately the past 6 years: 

Since I joined FABNY, I have not seen any indication that BCCI, or any of its 
officers or directors, has executed any form of control over the management, op- 


20 Written Testimony of Robert P. Black, President, Federal Reserve Bank of Richmond, 
Before the Committee on Banking, Finance and Urban Affairs, U.S. House of Representatives 
(Sept. 13, 1991) at 5. 

21 Id. at 7. 

22 Sept. 13, 1991 House Banking Hearing (Statement of Robert P. Black, President, Federal 
Reserve Bank of Richmond) (Legislate Transcript p. 28). 
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erations or policies of FABNY. I have never been given a directive by any BCCI 
official or sought their advice on any issue. 

Since becoming CEO, I have exercised broad authority in running FABNY. In 
consultation with FABNY's Board of Directors, I have been the person who has 
made the key decisions with respect to the management, operations and policies 
of FABNY. 23 

The National Bank of Georgia 

In connection with allegations of BCCI control, other questions have been raised 
about First American's acquisition of the National Bank of Georgia (“NBG”) in 
1987. An objective review of the transaction not only reveals that BCCI did not con- 
trol First American's actions, but indeed demonstrates the complete independence 
of First American’s management from BCCI. 

The acquisition of NBG was a reflection of First American's consistent corporate 
strategy of expansion since 1982. In 1985-86, with the arrival of regional banking 
through interstate compacts, First American, a Virginia corporation, looked to 
expand outside its primary market areas into the southeast region. As we were con- 
sidering expansion possibilities, we learned that the owner of NBG, Ghaith Phar- 
aon, was in financial difficulty and might be willing to sell the bank. 

NBG, one of the last major independent banks in Atlanta, was a particularly at- 
tractive acquisition prospect. In a conversation with Mr. Abedi, whom we knew to 
be an associate of Mr. Pharaon, we expressed First American's interest in purchas- 
ing the bank if it were to be sold. When we received word of Mr. Pharaon's willing- 
ness to sell the bank, the deal was actively pursued by First American with the as- 
sistance of outside regulatory counsel. In December 1986, based solely on its judg- 
ment of First American's best interests, the CCAH Board approved the proposed ac- 
quisition of NBG. BCCI did not influence these deliberations, nor did it control the 
Company's decision to acquire NBG. First American, not BCCI, initiated the NBG 
acquisition. 

The price paid by First American was reasonable and determined free of control 
by BCCI. First American's financial staff had determined privately that a price in 
the range of that ultimately paid by First American— a net of approximately $210 
million, or 2.25 times book value — was reasonable. (Such multiples of book were not 
uncommon for bank acquisitions during that period.) Furthermore, the North Caro- 
lina National Bank (“NCNB”) also was aggressively pursuing the acquisition of 
NBG at the same time. NCNB submitted a bid (consisting of NCNB stock) valued at 
approximately $210 million. Mr. Pharaon, who reportedly considered the NCNB 
offer carefully, decided ultimately to sell NBG to First American, as we were 
making a competitive bid for cash. 

It is also noteworthy that the funds used by the Company for the purchase of 
NBG came largely from our shareholders, not First American's capital. The net 
result of the transaction is that, while First American paid cash in the transaction, 
it acquired NBG — a valuable asset — without having to draw significantly upon its 
own existing financial resources for the purchase. The purchase was in the best in- 
terests of First American. 

We are, of course, aware of allegations concerning BCCI's relationship with Mr. 
Pharaon and his alleged nominee arrangements relating to NBG. We do not know 
what those facts are, but we submit that — whatever the truth of those charges — the 
actions of First American after acquiring NBG are completely at odds with the 
theory that BCCI controlled First American. 

Our analysis of NBG revealed that it had adopted or practiced many of BCCI's 
banking concepts when it was owned by Mr. Pharaon. After the NBG acquisition 
was consummated, First American implemented fundamental changes in the bank's 
management and operations. Senior officers at NBG who had been close to BCCI 
and Mr. Pharaon were replaced. A new Chief Executive Officer was appointed to 
run the Georgia operation. NBG's strategic banking focus was shifted from interna- 
tional banking to the traditional retail banking concepts characteristic of First 
American. First American dispensed with the NBG logo that strongly resembled the 
unique BCCI logo, and eliminated various operating elements — such as an open 
seating plan for officers — reminiscent of BCCI. First American also ceased the distri- 
bution of BCCI literature at the bank, which had occurred during Mr. Pharaon's 
ownership. These and other changes implemented by First American are at odds 
with claims that BCCI controlled First American's operations. 


23 Affidavit of William Duncan (Aug. 9, 1991), Hfl 10, 11. 
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No Financial Improprieties 

There is no basis for any suggestion that First American may have been used by 
BCCI for money laundering. While no large financial institution can give absolute 
assurances that its facilities are not misused by others, both internal and external 
audits have confirmed that BCCI did not launder money at First American. In the 
spring of 1990, the First American internal audit group performed a 6 month analy- 
sis of BCCI’s dealings with the Company. That audit found no instances of money 
laundering, nor did it find any First American account relationships with Manual 
Noriega. Additionally, when the allegations surfaced about BCCI and First Ameri- 
can early this year, intensive audits of the First American banks were conducted by 
federal and state regulators; to our knowledge no money laundering violations were 
uncovered. 

We note that the Justice Department listing of 173 U.S. banks having accounts of 
the Medellin cartel in 1990 did not include First American. We also think it perti- 
nent to note that the FDIC recently completed an intensive compliance audit and 
concluded that First American’s money laundering control procedures were “state 
of the art” and a “model” for other commercial banks to emulate. We are gratified 
by these conclusions. 

It is appropriate to observe that in recent testimony before the Subcommittee on 
Consumer and Regulatory Affairs of the Senate Committee on Banking, Housing 
and Urban Affairs, Virgil Mattingly, General Counsel of the Federal Reserve, noted 
that “[b]oth federal and state examinations indicated no irregularities in any deal- 
ings between BCCI and First American. * * * 24 

A Record of Independence at First American 

A review of First American’s operating history plainly demonstrates that BCCI 
did not operate or control First American. Senior staff of the Federal Reserve com- 
mented on this subject in an earlier appearance before the Congress, when it was 
noted that “[Virginia Commissioner of Financial Institutions Sidney] Bailey has re- 
cently reported that the state [of Virginia] has no criticism whatsoever of the man- 
agement of [First American Bank of Virginia], and no evidence of attempts by 
Middle Eastern investors to influence, in any way, the policy of that bank.” 25 As a 
Board representative also noted during that same congressional hearing: 

[0]ur first reaction * * * was * * * to look carefully at the U.S. entities here 
and see what kind of [BCCI] involvement there was and was any of it detrimen- 
tal to the banks here. And over the years we have not had one single report of 
such an instance. 26 

Certain of the current directors of First American Bankshares recently testified 
before the House Banking Committee and stated flatly that First American’s banks 
“are not in any way controlled by BCCI.” 27 We believe that the CEOs and members 
of the boards of the First American subsidiary banks also would make clear that 
BCCI had no role in establishing the strategic focus of First American banks, no 
role in creating or developing their investment or lending policies, and no participa- 
tion in credit decisions. BCCI did not control First American’s decision to acquire 
the minority stock of subsidiary banks, nor was it involved in other major transac- 
tions and expenditures by First American, such as the sale or merger of bank sub- 
sidiaries. BCCI had no influence in the creation and development of new FAB sub- 
sidiaries — such as Metro Corp., which was established to manage the majority of 
First American’s assets — nor did it play any role in the development and consolida- 
tion of FAB’s human resources policies. These and myriad other activities are a val- 
uable measure of the First American banks’ activities, and hence of the independent 
operations of First American. 


24 Hearing on the Bank of Credit and Commerce International and S. 1019 Before the Sub- 
committee on Commerce and Regulatory Affairs of the Committee on Banking, Housing and 
Urban Affairs, U.S. Senate (May 23, 1991) (hereinafter “May 23, 1991 Senate Hearing ”) (State- 
ment of Virgil Mattingly, General Counsel, Federal Reserve System) (Transcript p. 99). 

25 Id. (Statement of Virgil Mattingly, General Counsel, Federal Reserve System) (Transcript p. 
98). 

26 Id. (Statement of William Taylor, Staff Director, Division of Banking Supervision and Regu- 
lation, Federal Reserve System) (Transcript p. 140). 

27 Hearings Before the Committee on Banking, Finance and Urban Affairs, U.S. House of 
Representatives (Sept. 27, 1991) (Statement of Charles McC. Mathias, Jr., Director, First Ameri- 
can Bankshares) (Legislate Transcript p. 15). 
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OUR INVESTMENTS IN FIRST AMERICAN STOCK 

Public attention has been directed to our investments in the stock of First Ameri- 
can, with special focus upon the financial arrangements for the transactions. We 
are pleased to explain our investments and place them in their proper context. 

Following the acquisition of First American in 1982, we devoted enormous time 
and resources to the bank’s management. Strategic concepts were adopted, financial 
objectives and controls were established, and a new spirit was created within the 
Company. In the ensuing 4 years, from 1982 to 1985, the assets of First American 
increased more than three-fold, from $2.3 billion to $7.2 billion. 28 

The amount paid us by the Company was relatively modest. Mr. Clifford, as 
Chairman, requested, and was paid, $50,000 a year — a modest amount compared to 
the substantial annual compensation paid to the top officials of major banks. 29 Mr. 
Altman, who served as President of First American Corporation and as a director of 
several First American banks, received no payments other than the usual director’s 
fees. (As a separate matter, Clifford & Wamke, as general counsel to the Company, 
received fees for the legal services it rendered. Legal fees would have been earned 
without regard to the management positions we assumed at First American.) 

Nor were we given the valuable perquisites that are normally provided senior offi- 
cers of large corporations. We received no financial bonuses, incentive compensa- 
tion, or profit sharing. We were not participants in the Company’s thrift or pension 
plans. In 1987, at the age of 81, Mr. Clifford was provided use of a company car and 
driver. Mr. Altman received no car or driver. 

If First American prospered under our leadership, we hoped to have the opportu- 
nity to invest in stock and thereby participate with the shareholders in the econom- 
ic benefits we were creating. In effect, we chose to take our financial rewards as 
managers by making an investment in stock. This reflected our confidence in the 
future of the Company. In 1985, in the light of 4 years of sustained economic growth 
experienced by First American under our control, we discussed with Sheikh Adham 
the possibility of acquiring stock in the Company. We also discussed it with Mr. 
Abedi, as the advisor to the shareholders. We learned that the shareholders favored 
our investment in the Company. 

W© contacted our New York counsel, Wachtell, Lipton, Rosen & Katz, to obtain 
legal advice on the transaction. The attorneys consulted were experts in matters of 
corporate finance and in the structuring of stock purchase transactions. In addition, 
they had acted as co-counsel in the litigation and bank regulatory proceedings lead- 
ing up to the acquisition of FOB in 1982 and were fully aware of, and directly in- 
volved in, the representations made to the Federal Reserve during those regulatory 
proceedings. 

We did not obtain an outright grant of stock, nor were we awarded stock options. 
Rather, in the spring of 1986, an effort was going forward to raise additional capital 
for the Company through the procedure of issuing additional shares of stock. Each 
shareholder could purchase his pro rata interest in CCAH in those rights offerings. 
In conformance with established corporate practice, the shares were to be offered at 
book value. We had learned that certain of the shares in the offering might remain 
unsubscribed, and that we could purchase such shares at the same price — book 
value — as was paid by the other shareholders. 

We determined to acquire shares on this basis, and, after considering alternatives, 
sought to finance this investment through bank loans, if possible. Wachtell, Lipton, 
Rosen & Katz advised us that any financing should be arranged on a non-recourse 
basis in view of the lack of liquidity of the shares of this closely held company. 
Counsel were particularly concerned that Mr. Clifford, who was then 81, should 
obtain financing on a non-recourse basis so that his heirs would not possibly be left 
with a substantial debt financing of an illiquid asset. 

The first institution we approached for financing was Banque Arabe et Internatio- 
nale d’Investissement (“BAD”) in Paris, the consortium bank that acted as the lead 
lender in the syndicate that had lent $50 million in connection with the acquisition 
of FGB in 1982. BAII was interested in making the loan and prepared draft docu- 
mentation. When problems arose in the negotiation of terms by our counsel, howev- 
er, efforts commenced to explore with BCCI financing for the contemplated stock 


28 Assets increased 41 percent and deposits increased by 39 percent during 1983. In 1984, 
assets grew by 26.7 percent and deposits increased by 32.7 percent. In 1985, assets increased by 
20 percent and deposits increased by 21 percent. 

29 It is noted, for example, that the top officers of the other two major regional bank holding 
companies in Washington are reported to earn an annual salary of almost $1 million, plus bene- 
fits and perquisites. 
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purchase. RCCI, too, was familiar with the stock being offered as collateral and the 
market for the shares. 

BCCI agreed to provide the financing on the non-recourse basis recommended by 
our counsel. 30 We executed promissory notes to BCCI for our respective loan 
amounts of $9,960,920 and $4,979,352, together with related instruments. The bor- 
rowing was secured by a pledge of the acquired shares. (To be clear, the non-re- 
course feature of the debt meant that in the event of a loan default, BCCI would 
look only to the pledged security which had been agreed upon as collateral). We re- 
tained voting rights in the pledged shares. Thus, as Wachtell, Lipton, Rosen & Katz 
had originally advised, the structure of the financing satisfied our financial objec- 
tives while accommodating the lender’s need to be adequately secured. 

Neither the loans provided by BCCI nor the pledging of the stock violated any 
commitments to the Federal Reserve made in connection with the 1981 regulatory 
proceedings. This conclusion has been confirmed both by the New York attorneys 
advising us, as well as in the testimony by representatives of the Federal Reserve. 
As explained by Mr. Taylor of the Federal Reserve, “[t]here was no commitment not 
to borrow from BCCI. There was no commitment not to borrow from BCCI secured 
by the stock of CCAH, * * * ” 31 Stated differently by E. Gerald Corrigan, President 
of the Federal Reserve Bank of New York, “[t]he mere presence of loans secured by 
CCAH stock * * * in and of itself was no violation of law and was not a violation of 
the Board's 1981 agreement ” 32 

As noted earlier, our investment in CCAH stock was known to and encouraged by 
the shareholders. In addition, our intended purchase of stock was duly disclosed to 
and authorized by the Board of CCAH, the parent company of First American. In 
advance of the 1986 rights offering, Mr. Clifford personally informed Managing Di- 
rectors Symington and Quesada that we intended to acquire stock in the corpora- 
tion. The CCAH Board was informed of and consented to these purchases in writing. 
We also disclosed the acquisition of this stock to the Federal Reserve Board, by 
filing the annual reports required by the Federal Reserve for this purpose. 

In 1987, the CCAH Board authorized another offering of new rights shares to 
raise additional capital for continued growth and expansion. As shareholders, we 
participated in this rights offering by purchasing our proportionate allotment of 
shares. As in the previous rights offering, BCCI agreed to finance this purchase of 
the shares, but only upon the condition that we discharge the accrued interest upon 
our prior loans, which had not yet come due. We agreed to this condition and paid 
the accrued interest — together over $1 million. 

In February 1988, Mr. Clifford wrote to BCCI to inquire whether a buyer could be 
found who was interested in purchasing some portion of our holdings. We wished to 
take advantage of the strong market for bank stocks that then existed. BCCI’s rela- 
tionship with Middle Eastern clients, who seemed the most likely candidates for a 
placement of these non-public shares, made BCCI the logical recipient of our in- 
quiry. This also was consistent with the provisions of the loan agreements executed 
in 1986 and 1987. 

In March 1988, BCCI advised that it had found a purchaser, subsequently dis- 
closed to be an existing CCAH shareholder, Mohammad Hammoud, who was a 
Middle Eastern businessman of substantial means. Mr. Hammoud was said to be 
prepared to buy 4,800 shares. 33 If we agreed, this represented a sale of approximate- 
ly 60 percent of our stock holdings. We decided to authorize the sale, and with the 
proceeds we extinguished our outstanding indebtedness to BCCI in its entirety. 

We do not know whether Mr. Hammoud financed his purchase, though we under- 
stood he was a person of considerable wealth. We have been advised by accountants 
for BCCI that BCCI has no lien against those shares which were purchased in Mr. 
Hammoud’s personal name. We note that Mr. Hammoud was not listed by the Fed- 
eral Reserve in July of this year as one who had served as a nominee of BCCI. 


30 We believed at the time, and continue to believe that BCCI wanted us to become investors 
in First American because we had substantially increased the value of the shareholders’ — its 
clients’ — investment in First American. 

31 Sept. 13, 1991 House Banking Hearing (Statement of William Taylor, Staff Director, Divi- 
sion of Banking Supervision and Regulation, Federal Reserve System) (Legislate Transcript p. 
46). 

32 Id. (Statement of E. Gerald Corrigan, President, Federal Reserve Bank of New York) (Legis- 
late Transcript p. 57) (emphasis added). 

33 It is apparent that Mr. Hammoud had developed serious interest in First American, and 
purchased shares at each opportunity in 1986, 1987, 1988 and 1989. By purchasing our shares, he 
could purchase additional shares in subsequent rights offerings at book value and “average 
down” his cost. 
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It erroneously has been reported in these proceedings that we earned a $33 mil- 
lion profit on this transaction, and that in March 1988 we sold our CCAH shares to 
BCCI. As noted, the stock was sold to the late Mohammad Hammoud, not to BCCI. 
Further, the net cash (after tax) we earned through this sale amounted to $2.7 mil- 
lion for Mr. Clifford and $1.35 million for Mr. Altman. ( See Attachment I). The as- 
sertion that we “made” $33 million on this investment is incorrect. The stock we 
continue to hold is of uncertain value, with no present market at all. Indeed, our 
subsequent investments in the stock probably represent losses. 

In summary, our investment in the stock of the Company was undertaken with 
the encouragement of shareholders, with the unanimous consent of the managing 
directors of CCAH, and with the advice of counsel as to the structure of the transac- 
tion. We purchased an extremely small percentage of the outstanding CCAH stock 
(2 percent and 1 percent respectively) at the same price as was paid by all other 
purchasers in the rights offering. In 1988, we sold a portion of our stock, at which 
time our outstanding BCCI loans were fully repaid with interest. Our purchases 
were timely reported each year to the Federal Reserve. 

The financing, purchase, and sale of this stock were completely legal and proper. 
Unlike the alleged sham loans to nominees, our borrowings were real obligations, 
hilly documented, and were repaid over 3 years ago. These transactions did not con- 
travene any representations made to federal and state regulators. Our participation 
in the rights offering benefited CCAH by providing capital necessary to permit con- 
tinued growth. 

In 1989, we again purchased our pro rata allotment of stock in a rights offering by 
CCAH. No BCCI loans were used to finance those purchases. In late 1990, when the 
Company again needed capital for support during the economic downturn, we in- 
vested in debentures that were issued for this purpose. No BCCI loans were used for 
that investment. 


CLIFFORD & WARNKE REPRESENTATION OF BCCI 

Clifford & Wamke has provided certain legal services to BCCI beginning in 1978 
and concluding in 1990. We represented BCCI in the litigation and the related pro- 
ceedings arising from the original acquisition of shares in Financial General by the 
investors. When that matter was concluded, we were asked, from time to time, to 
render legal services to BCCI on various corporate issues. 

It should be noted that Clifford & Wamke was not designated as BCCFs primary 
legal representative in the United States. Rather, BCCI used many prominent firms 
in the United States. BCCI had significant legal representation by major firms in 
Florida, San Francisco, New York, and Washington, DC. 

Attention has been given to our legal representation of BCCI after an indictment 
was returned against BCCI for money laundering in Tampa, FL. We were contacted 
by BCCI’s London office and asked to recommend law firms to represent BCCI and 
its officers. Together with BCCFs Florida counsel, Holland & Knight, the largest law 
firm in that state, we provided the names of various defense attorneys, who were 
retained. We thereafter were asked to monitor the case for BCCI, consult with 
senior management, and assist with administrative functions, including the han- 
dling of a fund to pay legal bills. 

Clifford & Warnke’s legal services for First American and, separately, for BCCI 
were neither improper nor unusual. There were no ethical violations in these repre- 
sentations. Fees paid to the firm were consistent in amount with our normal billing 
practices. 


RESPONSE TO “SECRET OWNERSHIP” ALLEGATIONS 

In 1989 and 1990, we heard that BCCI might have acquired a secret ownership 
interest in First American. Certain press accounts during the period raised similar 
charges. While we believed these reports were wholly unfounded, we made inquiries 
to determine whether there was substance to the allegations. 

In this regard, in connection with the Tampa criminal case against BCCI, an un- 
dercover conversation had been taped in which an individual, Amjad Awan, suggest- 
ed that BCCI might own First American through nominees. We became aware of 
that evidence, secured a copy of the transcript, and reviewed it. In recent months, 
certain reports have quoted from the transcript and have made it appear that the 
individual had made conclusive assertions about BCCFs ownership of First Ameri- 
can. The actual transcript is considerably less revealing or definite. Omitted from 
these recent reports is the following excerpt from the transcript, which places the 
comments in their proper context: 
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I have [a] totally different, uh, uh, assessment of the situation. And it might 
be farfetched, it might sound stupid, but my assessment is, that we own a bank 
in Washington. I may have mentioned it to you before. 34 
The transcript of the undercover conversation clearly suggested that the individual 
was offering only personal speculation. We nonetheless asked BCCI counsel of 
record in that case to inquire of the individual and his separate counsel as to the 
basis for his statements. We were informed that the contention was, as it appeared, 
just a guess and the individual disclaimed any factual support for the assertion he 
had made. 35 

We, together with the defense team of former federal prosecutors representing 
BCCI, pursued the subject several times in conversations with top management of 
BCCI. We received repeated assurances that these rumors and allegations were en- 
tirely untrue. We and the other attorneys found those denials to be credible. 

As a separate measure, however, counsel later made a private inquiry of Price 
Waterhouse to determine if BCCTs files contained information which would support 
allegations of BCCTs ownership of First American, or its financing of the 1982 ac- 
quisition of FGB. We were informed that Price Waterhouse had been concerned 
about the issue, but that no documents had been found in BCCI’s files that would 
substantiate the claim. 

We also talked directly with some of the CCAH shareholders about these allega- 
tions. For example, at a meeting in July 1990 with Sheikh Kamal Adham and El 
Sayed Jawhary in London, we were emphatically advised that the allegations of 
BCCI ownership were untrue. We again found these statements to be credible. 

In this regard, questions have been raised about our responses to federal regula- 
tors' inquiries when allegations arose during 1989-90 about BCCTs relationship with 
the First American investors. The record establishes that we informed the Federal 
Reserve of information we obtained — although preliminary and uncorroborated — 
that might relate to those allegations. 

In 1989, questions arose about First American's relationship with BCCI. During 
the course of the Federal Reserve's review of First American's application to retain 
the Bank of Escambia, each First American bank CEO provided the Federal Reserve 
with information about its dealings with BCCI. In addition, in the Fall of 1989, in 
response to continuing regulatory concerns about BCCI, counsel suggested to senior 
Federal Reserve officials that they meet directly with the BCCI management in 
London and raise any issues they wished to discuss. 

In early January 1990 and at other times that year, we informed Federal Reserve 
representatives — both orally and in writing — of reports we had received regarding 
large loans by BCCI to the First American shareholders secured by CCAH stock. We 
did not have documents or concrete information regarding these matters, but none- 
theless provided the Federal Reserve with the unconfirmed reports and rumors we 
had heard. We note that we did not believe any such loans to be improper or to 
constitute nominee arrangements between BCCI and the shareholders. 

In view of continuing allegations of BCCI ownership of First American in 1991, we 
attempted to contact all CCAH shareholders to advise them of the allegations and to 
request an opportunity to discuss the charges directly with each. This led to addi- 
tional meetings and discussions with various shareholders. Those with whom we 
have talked — representing a majority of the stock— denied the charge that BCCI 
owned or controlled their shares. 

Recent reports from England now allege that BCCI was in reality two banks: the 
seemingly respectable public institution with which we and others dealt; and a 
secret bank-within-a-bank that only a handful of BCCI officials had any idea existed. 
Indeed, the former Chief Financial Officer of BCCI has testified that at the time he 
was unaware of the fraudulent banking practices now said to have been engaged in 
by BCCI. 36 It is this secret internal bank that is said to be central to BCCTs bidden 


34 United States v. Auxin, et al, No. 88-330-Cr-T-13(B) (M.D. Fla.), Exh. 508-B, p. 13 (Tran- 
script of tape recording made Sept. 9, 1988). 

35 We note that senior staff of the Federal Reserve recently has testified before the House 
Banking Committee that their investigators also interviewed Mr. A wan who had no first hand 
knowledge in support of this allegation. See Sept IS, 1991 House Banking Committee Hearing 
(Statement of J. Virgil Mattingly, General Counsel, Federal Reserve) (Legislate Transcript pp. 
22-23). 

36 Hearings on Narcotics and Foreign Policy Implications of the BCCI Affair Before the Sub- 
committee on Terrorism, Narcotics and International Operations, Committee on Foreign Rela- 
tions, U.S. Senate (Aug. 8, 1991) (Statement of Masihur Rahman) (Transcript pp. 20, 96-97). 
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ownership of stock in First American. If the allegations about BCCFs secret owner- 
ship interest of stock in First American prove to be true, then we shall be counted 
among the many persons whom BCCI deceived. 

It is, however, important to note that the allegations relating to secret ownership 
of CCAH stock by BCCI are, at this point, unresolved. Certain of the CCAH share- 
holders, including for example, Sheikh Zaied of Abu Dhabi, President of the United 
Arab Emirates, apparently are not challenged by the Federal Reserve as being bona 
fide owners. Others — alleged to be BCCI nominees — have denied the charges (See At- 
tachment A hereto). 

It must be recalled that the allegations concerning CCAH stock apparently are 
based almost exclusively on BCCFs internal books and records— documents which 
are said by Price Waterhouse, BCCFs auditors, to be incomplete, ambiguous, and of 
questionable authenticity. It is therefore appropriate that caution be exercised 
before all the allegations are equated with factual determinations. 

Like others outside of BCCFs management group, we simply do not know the true 
facts about BCCI. We are among many people who dealt with BCCI in good faith for 
years and are mystified and embarrassed by the reports we read about widespread 
fraudulent activity. President Carter, who engaged in charitable endeavors support- 
ed by Mr. Abedi and BCCI, has stated: 

I have obviously been shocked and disturbed at what has been revealed in the 
last few months.* * * [A]ll of these revelations have certainly been an amazing 
thing to us, and we're very shocked and grieved and disturbed by it. 

******* 

We didn't know the facts. I don't know how much of the fact was known by 
anybody in this country. All the time I was dealing with the bank, we were one 
of the recipients of their interest in improving the lot of people in the third 
world. That's all I know about them. 37 

Similarly, former British Prime Minister Lord Callaghan, who had been on re- 
tainer with BCCI, recently was quoted as saying of Mr. Abedi: 

I don't believe he [Abedi] was an evil man.* * * I felt he was genuinely con- 
cerned, that he had ideals. I found him a man I would honor. A year ago I 
would have had no hesitation of saying that Mr. Abedi acted out of altruism. 
Maybe I was a sucker. 38 

Other prominent figures, including the Secretary General of the United Nations 
and our former Ambassador to the U.N., Andrew Young, appear similarly surprised 
and distressed. 

Some question how — as persons who dealt regularly with BCCI for years — we 
could be unaware of the alleged fraud. We have, of course, carefully searched our 
memories for any missed indication that a fraud was being perpetrated, but no signs 
of misconduct are readily apparent to us. And one must recognize the practical im- 
possibility of a corporation's management knowing what any shareholder does with 
his stock once purchased — particularly when the shareholders are located in the 
Middle East. As the General Counsel of the Federal Reserve Board has recently ob- 
served, “[f]raud is hard for anyone to detect, especially when the transactions are 
deliberately structured to conceal true relationships, and when the relevant infor- 
mation is outside the [United States]." 39 

Many persons and entities who, unlike us, had powerful investigative resources, 
direct access to BCCFs books and records, and a duty to oversee BCCI's operations, 
apparently now say they were deceived, including the Bank of England, the Direc- 
torate of the Luxembourg Monetary Institute and the Grand Cayman Inspector of 
Banks and Trust Companies. BCCI allegedly misled its best customers and strongest 
supporters in the Middle East, including Sheikh Zaied bin Sultan al Nahyan. 

We look forward to the completion of the current investigations and the ultimate 
resolution of these disturbing allegations. 

CONCLUSION 

In 1981, representations were made to regulators during the application process 
that we, together with a distinguished Board of Directors, would assume responsibil- 
ity for First American and ensure it was operated properly. We have faithfully hon- 


37 Nightline: Jimmy Carter's Relationship with BCCI (ABC television broadcast, Aug. 8, 1991) 
(Show #2664) at 2-3. 

38 BCCI Adept at Courting the Powerful and Rich, Washington Post, Aug. 7, 1991, at A-l. 

39 May 23 \ 1991 Senate Hearing (Statement of Virgil Mattingly, General Counsel, Federal Re- 
serve System) (Legislate Transcript p. 102). 
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ored that obligation. We know that First American was honestly and capably run 
throughout the tenure of our management, that it prospered under our leadership, 
and that our own conduct was entirely proper. No depositor at First American has 
ever lost any money. No investor or bond holder has been cheated. No customer has 
been defrauded. Management has not lived royally using federally insured deposits. 
There have been no “sweetheart” loan abuses by insiders at First American. First 
American banks were not engaged in money laundering. BCCI never secured any 
improper financial favors or advantages from First American. U.S. taxpayers have 
not had to bail out the Company. 

We are proud of our accomplishments at First American, and secure in the knowl- 
edge that whatever concealed interest BCCI may have held in the Company’s stock, 
any such interest never translated into actual control over First American’s oper- 
ations. 

We will continue to cooperate fully with all official inquiries into this matter, and 
appreciate the opportunity the Committee has afforded us to set forth on the public 
record the facts about First American. 

Senator Kerry. Thank you very much, Mr. Altman. 

Senator Jeffords has joined us. I do not know, Senator, if you 
have any opening comments. 

Senator Jeffords. I have just a brief opening statement, Mr. 
Chairman, that I’d like to make it part of the record. 

I do have one question that I would like to ask if I could do that 
at this time? I have to leave to go to the markup of the higher edu- 
cation bill. 

Senator Kerry. That is fine, sure. 

Senator Jeffords. Mr. Clifford, you have given us a very excel- 
lent statement of your position on what happened. And you are a 
very impressive gentleman. I note that you indicated that a 
number of people, as well as yourself, seem to have been deceived 
here, including the Bank of England. Mr. Altman mentioned the 
Bank of America, Price Waterhouse — all apparently were deceived 
by the activities that went on. In my mind, the task before this 
committee is to try to see what we can do to prevent such activities 
from occurring in the future, so that individuals or banks will not 
be deceived. 

It would certainly be very helpful to me if you and Mr. Altman 
could let us know based on your experience, what kind of national 
or international structure, organization or regulation needs to be 
set up to prevent the occurrence of such events in the future? 

Mr. Clifford. I have read the pending legislation, Senator, 
Senate bill 1019. And I think it is excellent. 

I have also read a written memorandum by Virgil Mattingly, the 
General Counsel of the Fed, in which he comments in the legisla- 
tion, and indicates the portions of it that he considers to be so fa- 
vorable from their standpoint. 

I was especially struck by a comment by Mr. Mattingly that he 
says that the Fed is considering the possibility of setting up what 
he called a special investigative unit, to investigate situations 
brought about by the experience with BCCI, so that people would 
not be misled, as you have suggested; so that there would be a 
forum of international cooperation between the nations of the 
world; so that there must be certain basic information that we 
must receive in this country before we permitted a foreign bank to 
do business. 

I commend the legislation. I particularly recommend the ap- 
proach of Mr. Mattingly. And I venture to say I deeply regret, Sen- 
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ator, that that wasn’t the law when we became involved here. It 
would have saved us the most painful period of our lives. 

Senator Jeffords. Mr. Altman, do you have a comment? 

Mr. Altman. I would supplement what Mr. Clifford says by ob- 
serving that there are now reports — and we don’t know the accura- 
cy of them — that indicate that some of the branches of the Federal 
Government had information about BCCI that — for whatever 
reason — was not disseminated to other branches of the Govern- 
ment, such as the Federal Reserve. 

I think it might be a profitable exercise if there could be some 
attention given for mechanisms being set up so that when this kind 
of information comes to the attention of the authorities, it would 
be shared in a meaningful way with regulators, and others who 
need to have it in order to perform their jobs, and discharge their 
responsibilities. 

Again, it would have been very important to us. It would have 
saved us a great deal, if this kind of information could have been 
brought to our attention years ago. 

Senator Jeffords. Thank you, Mr. Chairman. I want to again 
commend you and the Senator from Colorado, Mr. Brown, for your 
work in this area. There’s been a tremendous contribution to our 
Nation. 

Senator Kerry. Thank you very much, Senator Jeffords, appreci- 
ate it. Thank you. 

Gentlemen, let me try now to begin a process of inquiry that I 
hope will put in front of you some of the doubts, and sort of ques- 
tions that people have, as they look at the panoply of documents 
and assertions that have come forward. 

I do so understanding that the record may obviously not be com- 
plete. We do not have all the documents. So you may have a docu- 
ment that suddenly appears, and it says, aha, this is indicative of 
this. And there are 20 documents that indicate something else. And 
that is the question. Are there documents that indicate something 
else, and where are we here? 

There are a number of areas that I want to try to compartmen- 
talize, if I can. And we will try to divide it up, as we go along here. 

But one of the benefits will be we are not squeezed into sort of a 
5-minute craziness here. And I think we can have a dialog, hopeful- 
ly- 

One of the things that troubles a lot of people, as they look at 
this case — and there are many things that trouble us, and I think 
you know that — is this question of what you should have known, or 
what you knew in the early stage? 

Now, Mr. Clifford, in your testimony, you essentially spoke as 
the chairman of the bank. And you spoke from the bank perspec- 
tive. But you also wore other hats. And that is part of the compli- 
cation here, the hat you wore as an attorney for BCCI; the hat you 
wore as the attorney for the bank that you were president of. 

And I am not sure that you really spoke to us today from either 
of those vantage points, in a sense, though they are always con- 
fused, and there is a mutuality. 

The question initially arises about the due diligence of the effort 
to learn about Mr. Abedi and the bank itself. And I believe that 
you have said, previously, that you talked to Government person- 
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nel, and made some kind of inquiry — or some — you read an article 
in the Economist or something. 

Is that the extent of the inquiry into who these people were, and 
what the nature of BCCI was back in — during the initial takeover 
of Financial General bank shares? Either gentleman who wants to 
answer it 

Mr. Clifford. I’ll start, and we’ll see if Mr. Altman has anything 
to add. 

You do refer to an article in the Economist a highly reputable 
British publication, which had an extremely commendatory article 
about Mr. Abedi and BCCI. We also had the advantage of being 
able to talk to Bank of America. Bank of America was in with 
BCCI from the very beginning. It was organized in 1972. Bank of 
America was anxious to have a presence in the Middle East. It’s 
very difficult to break in alone. And here w.-s operation which al- 
ready had established contacts in the Middle East. So Bank of 
America came in from the very beginning, and took a 30-percent 
interest in BCCI. 

They had, by the time they got to us, in — let’s see 1978— why 
they’d been in the picture for 6 years. Their opinion of BCCI was a 
commendatory one. They had felt that their operation was a suc- 
cess. And I believe the reason that — over a period of time— they 
withdrew from the relationship was, they did not need BCCI any- 
more. They established their own contacts by that time, over the 6 
years in the Middle East. 

Senator Kerry. Well, did they not have some problems with 
BCCI? Did Bank of America not come to have some problems 
which actually came out in the course of the depositions regarding 
the takeover? 

Mr. Clifford. It is my understanding of that, Senator, that some 
questions were raised by Financial General at the time, about First 
American’s attitude — excuse me — about Bank of America’s atti- 
tude. And Bank of America answered those questions publicly, 
with two public releases in which they stated that they had not 
had any difficulty with their experience with BCCI. 

Mr. Altman. I might just supplement that point, Mr. Chairman. 
I ha ,r e here a press release from Bank of America. It’s dated Janu- 
ary 30, 1978. This is around the time that our representation com- 
menced. And Bank of America was responding — oh, I’ll just give 
you a couple of quotes. 

Senator Kerry. What was the date, again, on that? 

Mr. Altman. January 30, 1978. And I’d be glad to make it a part 
of the record. 

Newspaper articles have appeared, recently, suggesting that 
Bank of America is contemplating divesting its shareholding in 
BCCI. These reports have appeared following a recent reduction in 
Bank of America’s holding in BCCI, following a rights issue in 
which Bank of America did not participate. 

Bank of America is currently increasing its direct presence in 
the Middle East, and to have increased its capital commitment in a 
bank in which Bank of America had less than a majority holding, 
or management control, would be inconsistent with current Bank 
of America strategy. 
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They go on to say, Bank of America intends to retain a share- 
holding in BCCI for the foreseeable future, and the close coopera- 
tion that has developed between the two banks will be maintained. 
And they acknowledge that over the next several years they will be 
selling their stake. 

They also issued a press release in September 1978 in response to 
that matter that you have referenced relating to the litigation, in 
which they felt it necessary to correct misunderstandings, or inac- 
curate reports that had appeared in the newspaper about their atti- 
tude concerning BCCI. 

Senator Kerry. What is the gist of that piece? 

Mr. Altman. I will quote you, again, a couple of relevant sen- 
tences. 

Bank of America feels that in order to dispel any misunderstanding, it is neces- 
sary to address the Financial Times report which appeared in yesterday’s edition of 
the newspaper. The specific points referred to in that article, attributed to Mr. 
Douglas Krause, a lawyer acting for financial bank share, appear to be taken from 
Bank of America credit review files. They describe the files and say that these are 
analytical, conservative, and closely controlled. It is Bank of America’s present opin- 
ion that BCCI’s loan reserve has been established in accordance with prudent, risk 
management practices. Bank of America has maintained representation on the 
board of BCCI since the inception of its relationship. 

Then it goes on — it refers back to the earlier press release: 

Thursday’s report suggests that the matters contained in Mr. Kraus’ statements 
contributed to the Bank of America’s decision to reduce and eventually sell its BCCI 
shareholdings. As Bank of America has heretofore publicly announced, its reasons 
for that action are related solely to changes in market conditions, particularly in 
the Middle East, which make it appropriate for both institutions — the bank and 
BCCI — to discontinue the relationship. 

And I would also note — although I am reluctant to cite news arti- 
cles, in terms of accuracy — but I would also note that Time Maga- 
zine ran an article on October 7, 1991, in which they indicated that 
Bank of America, throughout the 1980’s continued to have a very 
close relationship with BCCI, handling — according to this article — 
$1.3 billion a day of BCCI money. 

Senator Kerry. I think that one of the things that has intrigued 
people, is the degree to which Bank of America may, in fact, have 
uncovered some problems, and then pulled back, and then kind of 
sloshed it over. And then, indeed, had competed as intensely as 
every other bank in the country did for the cash transactions. And 
there is obviously a significant flow of money from BCCI through 
Bank of America. 

So, what I am getting at, is that there are many who said, well, 
they kind of washed their hands of some of their problems at the 
time, but were not willing to wash their hands of the profits at the 
time. And so they continued to flow. 

Now, that is outside of your scope. But that is the picture that I 
think many have drawn from that. I am not referencing the news 
articles, themselves. But in the documents that were filed in the 
course of that takeover, Bank of America documents, themselves, 
asserted that BCCI or its subsidiaries or affiliates, had made sub- 
stantial loans to three or four of the Middle Eastern defendants in 
that suit — these are the people you were representing — among 
them, was Mr. Fulaij. And there was an assertion that he had re- 
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ceived a $5 million loan from a BCCI subsidiary, in order to pur- 
chase his shares of Financial General bank shares. 

Now, that assertion was made in 1978 and was part of the suit in 
which you were involved as attorneys. Evidence now documents 
that not only did he receive $5 million in loans, but Price Water- 
house shows that by 1986 he had $61 million; and by 1989 he had 
$113 million. 

So, in fact, the very assertion that was made in your suit, in 
which you were involved in 1978, is now proven to be the very case 
not only with him, but with others. And as the flag is sort of waved 
saying, you know, should that have not set off some kind of in- 
quiry, since you were involved in that suit, and there are other evi- 
dences of the Bank of England refusing to grant a full banking li- 
cense. The bank had been the longest delayed bank in England to 
receive a full license. And it did not receive the full license because 
there were concerns about the rate of growth, the manner in which 
it was growing, its sources, and the nature of its investors. None of 
that came to your attention, I take it? 

Mr. Altman. No, Senator — some of this did come to our atten- 
tion, but I’d like to see if I couldn’t clarify it for the record. 

First, you referenced the loan to Mr. Fulaij. There was a loan to 
Mr. Fulaij. The loan was made by an affiliate, or subsidiary of 
BCCI in Kuwait — I think it’s called KIFCO — and that loan, we 
knew about at the time. It was disclosed to the Federal Reserve at 
the time. He testified about that loan, at some length, in deposition 
testimony. So this was no secret. 

And generally, it was well-known that these shareholders had ex- 
tensive banking relationships with BCCI. That was also known. In 
fact, most of them, I suppose, own stock in BCCI, or at least certain 
of them owned stock in BCCI. So the relationship with BCCI, and 
in particular, the loan to Mr. Fulaij was a fact that we knew at the 
time. 

I would only suggest that there be — there be some caution exer- 
cised in reaching conclusions about the extent of Mr. Fulaij’s loans 
today. Because we have seen reports— again, I don’t know if they 
are accurate — that one of our other original shareholders, the ruler 
of Dubai, was reported to have $121 million in loans. It was on the 
front page of the Wall Street Journal and reported widely. And 
subsequently, he issued a statement. And it may even have been 
retracted by Price Waterhouse — he issued a statement that he had 
not borrowed any of that money from BCCI. 

So there’s a great deal of question about the records at BCCI. 
Perhaps Mr. Fulaij does have those large borrowings. I don’t know 
what the answer is. And I don’t know if he does, what they would 
relate to. 

But the original borrowings from BCCI by Mr. Fulaij, were dis- 
closed to the regulatory authorities, and didn’t seem to be a par- 
ticularly controversial item. 

Senator Kerry. Well, that raises another set of questions, which 
I was going to get into later. But I mean, throughout this process, 
it appears as though Price Waterhouse gets failing grades. I mean 
you are just asserting that — or you have to be cautious, because 
you do not know if Price Waterhouse’s certified figures are, in fact, 
accurate. Is that correct? 



90 


Mr. Altman. That is correct. And I believe it is Price Water- 
house, itself, which has said that they have based those on records, 
and now they question the validity or authenticity of the records. 
So- — 

Senator Kerry. And indeed, there is a pattern, it seems to me, 
through this of Price Waterhouse’s various entities having provided 
information as Mr. Sakhia said, that was either negligent to the 
nth degree, or conceivably, purposely altered. And we do not know 
the answer to that. 

But that a lot of what has happened here, was based on certifica- 
tions made by Price Waterhouse that are clearly, now, way off 
base. And you would accept that? 

Mr. Altman. I do not know whether Price Waterhouse was negli- 
gent, because I’m not familiar what happened in their audits; what 
they were told; and what their requirements are that they’re sup- 
posed to follow in certifying statements. But it would certainly 
raise serious questions that they have certified financial state- 
ments, year after year, and now there is a report that all of those 
statements are, in fact, woefully erroneous. 

Senator Kerry. Were you aware of the relationship with Price 
Waterhouse, Cayman Islands, and BCCI? 

Mr. Altman. Are you talking about the recently reported loan? 

Senator Kerry. The loan of $600,000. 

Mr. Altman. The first I heard about it was a result of this com- 
mittee’s efforts. 

Senator Kerry. Is that an appropriate banking practice, for a 
bank to be lending significant sums to its auditing entity? 

Mr. Altman. I would say, when I read it, it struck me as unusu- 
al. I don’t know if it is done. I don’t know what the practice is. But 
I think that it seemed to be curious. 

Mr. Clifford. The reason I thought it was unusual, Senator, is 
that I never heard it happening before, ever. 

Senator Kerry. Thank you. 

Let me ask you now, in the early inquiry you made, there was a 
very fine article on you, Mr. Altman, that appeared in the business 
section of the Washington Post. And in it, you were quoted as 
saying, with respect to your early inquiry, that you checked with 
some of the most — this is a quote, and again, I cannot attest to the 
accuracy — but it checked with some of the most senior Government 
officials to find out whether this would be in conflict with U.S. 
policy, or whether it would be contrary to the economic interests of 
the United States — which was a sensitive subject in 1978, with oil 
supplies in the Middle East. 

But, quote “Altman’s and Clifford’s contacts gave them a green 
light. We were not only advised that it would not be inconsistent 
with U.S. interests, but we were encouraged to take this on, as 
being quite valuable to the United States, were we able to do it.” 

Can you share with the committee who gave you that advice, and 
who you checked with as senior Government officials? 

Mr. Clifford. Perhaps I did it, to some extent. It’s 13 years ago. I 
knew people in the State Department, because they were there, 
and I had worked with them. And I checked in the State Depart- 
ment. I have a recollection of checking in the Commerce Depart- 
ment. And from one source that I checked — I did not go to the Cab- 
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inet members, these would be staff people — but at one source that I 
checked, they indicated that the United States was sending, at the 
time, $70 to $80 billion a year for the purchase of crude from the 
Middle East. And as far as our Government was concerned, it 
would be their preference that as much of that money flow back to 
the United States as possible. It did us no good if it went to West 
Germany or Switzerland or Great Britain. 

So that there was no objection leveled at the time, to effort by 
this group of Middle Easterners to acquire an American bank. 

Senator Kerry. Well, was the — excuse me, Mr. Altman, did you 
want to add? 

Mr. Altman. I do recall a conversation we had with Arthur 
Burns, also of the Federal Reserve. He was not, then, the Chair- 
man of the Federal Reserve, who expressed a similar opinion. And 
I also recall that Senator Symington, at the time, had had some 
conversation with Government officials, and he was very much 
taken with this notion of recycling petrodollars, as a result of his 
discussions. 

Senator Kerry. You do not consider staff to be senior Govern- 
ment officials, with all apologies to staff behind me. 

Senator Brown. I do, Mr. Chairman. I do not know about them. 
[Laughter.] 

Senator Kerry. I should not have my back turned to them, now. 

Senator Brown. I feel comfortable. 

Senator Kerry. Do you recall beyond that, did you check with 
the CIA at all? 

Mr. Altman. I did not. 

Senator Kerry. Was there any run through Justice Department? 

Mr. Clifford. No, and I think the reason that I didn’t was be- 
cause information had come, as we were dealing — my recollection 
is — with the Fed, that the Fed, in its investigation was checking 
the CIA, and checking the Justice Department, and checking other 
departments of Government. 

Mr. Altman. Yeah, we did hear that in connection with the ac- 
quisition proceedings, that the Fed had talked to some of these 
Government agencies. But we didn’t — we weren’t privy to that in- 
formation. 

Senator Kerry. The reason I ask that, is that in the House, Mr. 
Clifford, I believe you said that I learned from others, that our in- 
telligence operations had a very high opinion of him — referring to 
Kamal Adham. They felt he had cooperated exceedingly well with 
the United States. And I wondered where this feedback from intel- 
ligence on Kamal Adham had come from? 

Mr. Clifford. I do not have a specific memory of that. 

Senator Kerry. Do you remember, though, that they signed off 
on Kamal Adham? 

Mr. Clifford. I know that the Fed signed off on Kamal Adham, 
and accepted him as a legitimate, and well-regarded purchaser of 
First American. I know that. 

Mr. Altman. There has been a recent newspaper report that I 
have seen, that a man by the name of— I believe it’s Raymond 
Close, a former CIA man, stationed in Saudi Arabia, had spoken to 
the press in a very commendatory way about Kamal Adham. That 
was the general sense that we had of him when we were dealing 
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with him. I don’t know Mr. Close, and I never talked to him. But 
I’ve seen the reports. 

Senator Kerry. You never met Mr. Close? 

Mr. Altman. No, sir. 

Senator Kerry. Did either of you ever know him? 

Mr. Clifford. I did not. 

Senator Kerry. Did you know of him back in 1978? 

Mr. Altman. No, sir. 

Mr. Clifford. I did not. 

Senator Kerry. But your comments then, to the House, seemed 
to indicate some contact with the Intelligence Committee. Are you 
saying that — with the intelligence community. Are you saying that 
the information did not come from the intelligence community re- 
garding Kamal Adham? 

Mr. Clifford. I cannot recall where it came from. I had many 
conversations with individuals. And I’d had some background in 
the intelligence field. And it may have come from those contacts 
that they had regard for him. 

Senator Kerry. Well, maybe I will come back to that later. 

Let me turn now to an issue, that is another one of those 
issues — I mean I do not think this question of how much you might 
have known then or not is a turning point, or a critical component 
of this. I think it is one of the things that obviously has flagged a 
lot of people. Because there were entities, regulatory entities, as 
well as others, who were saying we are concerned that this bank 
seems to have appension to find nominees. And that it kind of 
grew, very rapidly, and shakily. 

But let us assume that you — that you went through that process, 
that you had a green light, that everything seemed like go. This 
seemed like a good opportunity, and a challenge, as you have de- 
scribed it. 

So we go to another level, here, which is the question of what 
was the standard, the expectation by which this relationship was 
supposed to be carried out? 

That standard, it appears, was set out by the Fed and others in 
discussions with you. And I would refer you to the documents, now. 
I believe it is — I do not have the numbering the same way. It is the 
document — the Muckenfuss letter, the Controller of the Currency. 
Document No. 10, in your document book. 

Document No. 10 is a letter to the Board of Governors of the Fed- 
eral Reserve, from the Controller of the Currency, Senior Deputy 
Controller of the Currency, Mr. Muckenfuss. And in this letter, in 
page 2, paragraph — second paragraph in No. 2, highlighted here, it 
says the following: “Members of the proposed investors group for 
Credit and Commerce American holdings, N.V., Credit and Com- 
merce, American Investment B.V., also hold an interest in BCCI. It 
has now been represented to us” — and this is the operative, and I 
think critical language: 

It has now been represented to us that BCCI will have no involvement with the 
management, and other affairs of Financial General, nor will BCCI be involved in 
the financing arrangements, if any are required, regarding this proposal. This com- 
mitment is critical, both now, and in the future, since such a relationship with an- 
other financial institution would be a significant factor in appraising this applica- 
tion. This is especially important in light of the overlapping ownership, which will 
exist between Credit and Commerce American holdings, Credit and Commerce 
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American Investment, and BCCI. Moreover, any enhanced, direct or indirect affili- 
ation or relationship between BCCI and Financial General, would take on even 
greater significance in light of the fact that BCCI is not subject to regulation and 
supervision on a consolidated basis, by a single bank supervisory authority. 

Now, that — it is your understanding, I gather, from testimony, 
previously, represented the state of the takeover. Is that accurate? 

Mr. Clifford. I think the correct answer would be first, Senator, 
we are very familiar with that language. We have been over it on a 
number of occasions. And the background of the whole affair is, 
that if you look at that language in the light of what was known to 
the Government at the time, both to the Controller General’s 
Office, and to the Fed, it was known that there’d been a definite 
agreement upon our part, in three areas: one, BCCI would not ac- 
quire any stock in First American at the time of the tender offer; 
two, that they would not, in any way, finance the purchase of the 
stock of First American; and three, that they would have no con- 
trol over the operation of First American. 

We presented that. We emphasized it. At the same time, at each 
stage, we informed the regulatory authorities that they were two 
areas in which we would continue to have a relationship with 
BCCI. One is they would be the communications link with the in- 
vestors; and second, they would continue to be investment advisors. 
And that was known from the beginning, by the Government regu- 
latory authorities. 

Mr. Altman. A couple of additional comments, if I might, Mr. 
Chairman — one, I want to go back to your introductory comments, 
before you got into the specifics of the letter, in which you indicat- 
ed whether there were flags there. 

It is certainly true that we were aware of regulatory issues that 
arose about BCCI’s status. But I think it is very important to put 
on the record, that at no time did we get any information, or get 
any sense that the regulatory issues related to the lawful operation 
of BCCI, the ethical practices of BCCI — these were regulatory 
issues, not issues relating to whether BCCI was — I think you used 
the word a shady operation. That was not at all the sense that we 
got from any regulatory authority during this period. 

Senator Kerry. The terms may be arguable. But when regulators 
say, as they did in this letter, conventional financial data has not 
been available on certain investors. And what they basically certify 
to is the financial strength based on their disclosures. But they say, 
their financial disclosures are less the conventional. It seemed to 
me — I mean, I have read through some of the background — and I 
do not think this is a point worth arguing a great deal about — but 
it seemed to me that what the regulators are really saying is, you 
know, we are not sure we trust these guys. We do not know enough 
about them. 

So we want to know that we are protecting interests here. And 
we are expecting you to do it. And you are going to make certain 
representations which guarantee to us that they are going to be 
protected. And the representations that I believe you made, as set 
down by Mr. Muckenfuss is that now and in the future — I mean, it 
says “and in the future there won’t be a financial relationship.” 
And also, it says there won’t be any financial or management deal- 
ings. 
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I am just asking, do these words not mean what they say? BCCI 
will have no involvement with the management and other affairs? 
What does that mean? 

Mr. Clifford. That’s what it says, and that’s what it meant. And 
that’s the situation that existed then, and that’s the situation that 
existed for 9 years. If you talk about involvement in the manage- 
ment, of having anything to do with making decisions and all, they 
had none. And they have not had all during the 9 years. 

Senator Kerry. That is what I thought was the standard, and we 
agree on the standard. The question is, now, is that, in fact, what 
happened over the course of those 9 years? 

Mr. Altman. Well, Mr. Chairman, if I might 

Senator Kerry. Absolutely. 

Mr. Altman. I think that you have to put this language in con- 
text. And my original comments — you were reading from a docu- 
ment that I’m not familiar with. 

Senator Kerry. Well, the document I was reading from is this 
letter. 

Mr. Altman. Well, sir, I thought you were reading from another 
one about financial information bout people. 

Senator Kerry. No, that’s the same document. That’s paragraphs 
4 and 5, same document. 

Mr. Altman. It wasn’t the highlighted part. 

The issue about the letter from the controller, I think has to be 
looked at this way. It is true that the controller understood that 
BCCI was not going to control this operation. But the controller 
also had available to it, information which placed this in context. 
The controller had the application, which indicated that BCCI was 
going to have a continuing role; that BCCI was going to continue to 
provide advisory and other services to the shareholders, with re- 
spect to this company, First American. The controller had avail- 
able to it information that there were ties between the sharehold- 
ers and BCCI. They owned stock in BCCI. They had banking rela- 
tionships with BCCI. The controller attended the hearing at the 
Federal Reserve in 1981, when 4 of the investors appeared and tes- 
tified. And at that hearing, there was testimony about the fact that 
BCCI was going to continue to have this investment advisory role, 
this role as a communications link — this kind of information was 
known to the controller. 

So it’s a question of what the language should be interpreted to 
mean. 

Senator Kerry. I agree with that. And I thought Mr. Clifford had 
defined it, and I thought that the language meant what it said. 

I mean, you see, the difficulty here, Mr. Altman, is obviously 
that I agree with you. All of that information was in front of the 
regulator. 

Mr. Altman. Right. 

Senator Kerry. And it was in reaction to that information that 
there were difficulties in proceeding forward. There was resistance. 
Which is why that extraordinary hearing took place — I mean, it 
was unusual to have that. 

Mr. Altman. Yes. 

Senator Kerry. And it was so unusual that in fact, Mr. Clifford 
appeared, and you brought Mr. Adham, I believe, correct? 
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Mr. Altman. That’s correct, Mr. Adham and three others. 

Senator Kerry. In order to persuade these people that this was 
bona fide. 

And part of the process of persuasion required you to say to 
them, there will not be any financial dealings. There will not be 
any crossover. There will not be any interrelationship in the af- 
fairs. And it was based on that representation, I believe, that this 
letter says very clearly, this is especially important, in light of the 
overlapping ownership. 

Any enhanced — direct or indirect — affiliation or relationship 
would take on greater significance. And they were very specific, I 
think, in saying we are going to give you a green light. But it has 
to be on the terms that are set forward here. Am I wrong? 

Mr. Altman. Sir, that is not entirely accurate. 

Senator Kerry. Well, help me, then. 

Mr. Altman. Because this is what keeps leaping out. I mean, 
they still — I believe — interpret it that way. 

A couple of points — the controller understood that we were going 
to have continuing dealings with BCCI, about this particular in- 
vestment, for the shareholders. We have documents that indicate 
that the controller was advised that we would continue to consult 
Mr. Abedi for ideas. Some of his ideas we might accept, some of 
them we might reject. But the point was the decisionmaking au- 
thority would repose not in BCCI, but in the American board. 

Now, you have said that there were to be no financial arrange- 
ments between BCCI and these shareholders. But the Federal Re- 
serve recently testified before the House Banking Committee. And 
they were commenting on the existence of loans to these sharehold- 
ers from BCCI, that had been discovered. And both Mr. Taylor, the 
Director of— former Director of Supervision and Regulation at the 
Federal Reserve, and Mr. Corrigan, who was President — is Presi- 
dent of the Federal Reserve Bank of New York, said there is no 
prohibition of borrowing from BCCI; there was no prohibition of 
borrowing from BCCI even when the stock of First American is 
placed as collateral. 

There were specific understandings as to the transaction. But I 
think the point that you are getting to, is who is going to end up 
controlling the operation? And it was clearly understood that con- 
trol would vest in Mr. Clifford and the American board. 

Senator Kerry. The question of control is obviously a really diffi- 
cult one. We are not going to resolve it here. It is a legal term. And 
the fact pattern is complicated as to that issue. 

But I guess, to the average person, looking at this, the issue of 
control in terms of a communication or a directive, is very difficult 
to distinguish. If Mr. Abedi says to you — as Mr. Abedi, and you 
don’t know which hat he is wearing, whether he is president of 
BCCI, or speaking to you as the investment counsellor — he says to 

} rou, you have to do this, or we want you to do this. He can be re- 
aying to you information from investors, or he could never have 
talked to the investors, and simply be directing you, as the head of 
BCCI. I mean that is certainly possible, is it not? 

Mr. Clifford. Let me try that, Senator. 

The use of the word control has caused a great deal of confusion. 
When the Fed first came out with statements at the beginning of 
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this year, they talked about having found information and evidence 
that indicated that BCCI controlled First American. 

There are two kinds of control. At one time, Mr. William Taylor, 
fortunately, described them. One kind of control is whether some- 
one owns or has in its possession sufficient amount of stock, so that 
under the Federal Rules, that constitutes control. 

But he says there is another kind of control, and that is actual, 
management control. Now, what we said to the authorities, what 
we have continued to follow meticulously, is that there would be no 
management control of any kind, as far as American — as far as 
First American is concerned, except the board and its chairman of 
First American. 

Senator Kerry. Well, let me come back to that after a little bit 
here. I want to let my colleague, Senator Brown, have a round. 
And then 1 will come back. 

Senator Brown. 

Senator Brown. Thank you, Mr. Chairman. 

Secretary Clifford, let me ask — I am not sure 1 got it correctly. 

I thought you had mentioned that BCCI made three assurances 
to the Federal Reserve, one of which was that BCCI would not fi- 
nance the purchase of First American stock. 

Mr. Clifford. That was the first one. 

Mr. Altman. Excuse me, just for the record — that was not a rep- 
resentation by BCCI. That was a representation by the investors 
who were making the application for approval. 

Mr. Clifford. And it was confined, I might say, to that particu- 
lar transaction of the tender offer. It said that the applicants shall 
not, in any way, acquire stock in First American as a part of the 
tender offer proceeding. That was No. 1. 

Senator Brown. So that the financing by BCCI later on, of your 
own stock, you feel was not a violation of this representation? 

Mr. Clifford. I feel that very strongly. 

Mr. Altman. And that was confirmed, Senator, by recent testi- 
mony by Mr. Taylor and Mr. Corrigan. I’ll read you a couple of sen- 
tences from their testimony before House Banking. Quote, “There 
was no commitment not to borrow from BCCI; there was no com- 
mitment not to borrow from BCCI secured by the stock of CCAH.” 
He says, the commitments required that in order to determine a 
violation, that the investors borrowed money from BCCI to affect 
the original transaction. Mr. Corrigan went on to say, the mere 
presence of loans secured by CCH stock, in and of itself, was not a 
violation of law, and was not a violation of the board’s 1981 agree- 
ment. 

Senator Brown. Well, the letter that the chairman talked about, 
says it has now been represented to us that BCCI will have no in- 
volvement with the management, and other affairs, of Financial 
General, nor will BCCI be involved in the financing arrangements, 
if any are required regarding this proposal. 

Regarding that assurance, your interpretation of that is that 
only applies to the initial acquisition of the stock? 

Mr. Altman. And that is also the interpretation of the Federal 
Reserve, as I’ve just indicated. 

Senator Kerry. Did the Fed change its position on that? I mean, 
I must say that I do hot understand what it means — this commit- 
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ment is critical both now and in the future. I mean what does in 
the future mean? 

Mr. Clifford. Can we turn to the footnote on page 16? 

Mr. Altman. Yes, sir, we have it — I think I can answer that 
fairly simply, Senator. 

Senator Kerry. Page 16 of your testimony? 

Mr. Altman. No, he is talking about, I think, the Federal Re- 
serve application. 

Mr. Clifford. The Federal Reserve application. 

Senator Kerry. Why do you not just say that? 

Mr. Altman. That footnote also contains the language to the 
effect that BCCI is not a lender, nor will it be, with regard to the 
acquisition of the stock — or some language to that effect. 

The reason you have language relating to the future is because 
this letter from the controller in 1980, and the application which 
was filed in proceedings in 1980, it went into 1981, it related to a 
transaction that did not take place until the spring of 1982. So 
what they were saying is that BCCI has not made the financing, 
and is not financing the acquisition of the company, but it relates 
strictly to that specific proposal. That is our understanding. 

I might say, the other law firms that were involved in it have so 
stated. The attorney who drafted the language said that was his 
understanding of the language. And the Federal Reserve has now 
testified that that was how they interpreted the language. 

Senator Kerry. Thank you, Mr. Brown. I thought we would turn 
now to the stock arrangements and the compensation discussion. 

As background for us, would you tell us what it was you paid for 
the stock when you purchased the stock? 

Mr. Altman. When we purchased the stock, Senator, we pur- 
chased it at book price — the same price that was paid by all the 
shareholders. And it was roughly $2,200 a share — a little more 
than that, I believe. 

Mr. Clifford. $2,216.00. 

Mr. Altman. $2,216.00. 

Senator Brown. Did you borrow to finance that acquisition? 

Mr. Clifford. Let me start it, and if Mr. Altman has anything to 
add — this was in the end of 1985. As the fortunes of First American 
were improving so dramatically, that we considered that that was 
an appropriate time to acquire some of the stock. 

Let me emphasize, Senator, this was stock in our own company. 
Apparently, oftentimes, others have gotten that confused. But here 
we were, I was chairman of the board of First American, and I 
wanted to own some stock in my own company. 

We started toward the end of 1985 thinking about it, because we 
already knew there was going to be a rights offering sometime in 
the spring of 1986. Our first thought was that we would borrow the 
money from a French bank, BAB are the initials — Banque Arabe 
et Internationale d’lnvestissement. And Mr. Altman had worked 
with a Mr. Bradshaw there, back at the time of the acquisition of 
the old Financial General. So he knew them. He started the con- 
versation. Then we turned it over to our New York lawyers, who 
were experts in commercial transactions of this kind. 

They negotiated at some period with the French bank, and they 
said, after a while, we’re never going to agree with those people. 
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They, have such a queer way of going at it, so different from our 
way of doing it. 

After having said that, I am the one who then spoke to Mr. 
Abedi, and said we would like to make the purchase of this stock, 
it’s left over from the rights offering. And we would like you to 
consider lending the money. 

He said, I will lend you the money, if you put up all of the stock 
as collateral for the loan. And the reason he had that in mind was 
there were occasional sales and purchases of the stock. And if he 
took the stock in as collateral, at book value, I think he felt very 
comfortable because of trading that went on in the stock, that he 
had ample security for the loan. Because so oftentimes, possibly, 
trading in the stock would be above-book. It was not guaranteed, 
but that was what was happening. 

So he said, in effect, put up all your stock, and that is sufficient 
collateral. 

Senator Brown. Does that mean that when you acquired the 
stock for book value, that you acquired it for less than its true 
value? 

Mr. Clifford. No, there is no way that one can determine that. I 
can only say that the bylaws provided that it shall be offered to the 
shareholders at book, and there might be trading, I don’t remem- 
ber now. There could be trading at book or less than book or more 
than book. We didn’t know what the price was, because the trading 
was very sporadic, and did not, at any time, set a price. 

Senator Brown. What were the terms of the financing that you 
received? 

Mr. Clifford. The basic terms— and I'll see if Mr. Altman has 
something to add to this — I think that the term of the loan was 
possibly 18 months. We were to pay LIBOR rate, which is to some 
extent, comparable to our prime rate. And we said that we wanted 
the loan to be a nonrecourse loan. 

Now, that developed in conversations with our New York law- 
yers. They strongly recommended that. And the reason they recom- 
mended is was because in 1986, when we were engaging in this 
desire to own some stock, I was 80 then. And the recommendation 
was that we— see, if we couldn’t get a nonrecourse loan, it would be 
awfully important. Because my expectancy was limited, and if I 
should die, and I left a note of that kind in my estate, it could be 
enormously upsetting from the standpoint of working out arrange- 
ments with IRS and so forth. 

So they said that in the light of the fact that if you are getting a 
stock at book, I think you ought to insist on getting a nonrecourse 
loan. It was to prevent difficulty, really — to a great extent because 
of my age. 

Senator Brown. When you say nonrecourse, that means that you 
do not have to pay it back if you choose not to? 

Mr. Clifford. That means that the lender is looking to the col- 
lateral for his protection. 

Senator Brown. Well, let me try it again. That means that you 
have no personal liability on the loan. 

Mr. Clifford, I would have no personal liability on the loan, be- 
cause they felt that the collateral was sufficient to protect them. 

Mr. Altman. Other, of course, than interest that is paid. 
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What it means is, if you default on the loan, the lender must 
look to the collateral, and cannot go to your other personal assets. 
It must look to the assets which you and the lender have agreed 
upon will be the assets to secure the loan. 

Senator Brown. So if the value of the stock went up, you could 
enjoy the value of that stock. If the value of that stock went down, 
you would have no liability? 

Mr. Altman. Assuming we did not repay the loan — it would be a 
situation that banks are facing today, when a bank makes a real 
estate loan on a building to a developer, and the developer can’t 
repay the loan and the value of the building has declined substan- 
tially and the bank forecloses on the building, and originally the 
bank had gotten an appraisal that said the building was worth $20 
million and today it’s worth $10 million, the bank takes a $10 mil- 
lion loss, that is the risk. 

Senator Brown. I understand. I think we have come to learn a 
lot about that. The interest rate here, you mentioned, was similar 
to the U.S. prime, but does it not normally run something some- 
what less than prime — than the U.S. prime? 

Mr. Clifford. I don’t know. Ordinarily, I know, from time to 
time LIBOR will run less than prime. 

Senator Brown. Is it not usually 1 to 2 percent below prime — 
below U.S. prime? 

Mr. Clifford. I think I would not be able to accept that as a 
rule. It could from time to time. I have seen instances in which 
LIBOR and prime were the same. 

Senator Brown. How much of the price of the stock was fi- 
nanced — what percent was covered? 

Mr. Clifford. The total cost of the stock. That first purchase of 
stock of mine was at $9 million and some-odd, and the loan was in 
the exact amount of the purchase of the stock. 

Senator Brown. So it was a 100-percent loan? 

Mr. Clifford. 100-percent loan. 

Senator Brown. Nonrecourse? 

Mr. Clifford. Nonrecourse. 

Senator Brown. At a rate that appears to be below prime for the 
United States? 

Mr. Clifford. It might have been at the time, but see, LIBOR 
varies. It’s not a fixed rate. It fluctuates, and so I don’t know how 
it compared at the time. 

Senator Brown. At this time the United States, of course, re- 
stricts loans on stock. My recollection is, at this time it may have 
been in the neighborhood of 50 percent was the most you could 
borrow on the value of the stock, but that is for publicly traded 
stocks. I take it the reason that this did not apply was because it 
was privately held and because it was a foreign loan? 

The reason you were able to borrow more than 50 percent of the 
value of the stock was because it was from an overseas source? 

Mr. Altman. I don’t believe those margin requirements were ap- 
plicable to this transaction. 

Senator Brown. And the reason they are not applicable is be- 
cause it was a foreign source or because it wasn’t traded — publicly 
traded? 
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Mr. Altman. I don’t recall. I think both of those reasons are ap- 
plicable. 

Senator Brown. Did First American make loans to individuals 
secured by stocks of 100 percent during this period of time? Did 
you all loan money to anyone under terms this attractive? 

Mr. Clifford. I’m not aware of the terms of any specific loan. 
First American made thousands of loans, much of it secured by 
stock. Some of it secured, of course, by real estate, with which 
we’re all so familiar. The terms of the loan were based upon the 
relationship that existed between the parties at the time. We 
waited for 4 years before we had proved what we could do with the 
property. The shareholders were exceedingly pleased. Kamal 
Ahdam was enthusiastic about the results. Abedi was pleased be- 
cause he had recommended the stock to the investors, so that the 
negotiations for the loan were Conducted under very friendly cir- 
cumstances. 

They wanted us to own some stock. They wanted that additional 
bond. They wanted us to continue on as managers of the property, 
hopefully being as successful in the future as we had been in the 
past, and that’s the climate within which the agreements were 
reached. 

Senator Brown. Did First American loan money to any one of 
their thousands of loans on this favorable terms? 

Mr. Clifford. I do not know. 

Senator Brown. Were these better terms than anybody who bor- 
rowed from your bank got? 

Mr. Clifford. I don’t know that I can give a total answer to that. 
I’m sure it was better terms than the majority of the loans would 
be. 

Senator Brown. Do you know of any loans that were this favor- 
able that your bank made? 

Mr. Altman. I think the reason that we have some hesitation, 
Senator, is that neither Mr. Clifford or I were in the practice of re- 
viewing loans. We had professional banker’s and credit committees, 
and they handle loans and there are thousands and thousands of 
loans that were made over the 10 years. I would not be aware of 
any loan that would be on these terms, but we are reluctant to 
make categorical statements when we’re unsure of the complete ac- 
curacy of them. But we’re not aware of it. 

Senator Brown. The amount of money involved here was what, 
in the neighborhood of $15 million? 

Mr. Altman. Yes, sir. 

Mr. Clifford. The total was. Yes. 

Senator Brown. The total was for 

Mr. Altman. For two loans. 

Senator Brown. My understanding was that in most banks, the 
board of directors and management has to sign off on significant — 
on large loans. Did that not happen with First American? 

Mr. Altman. It depends on the size of the loan. Different banks 
have different lending procedures, and different lending authori- 
ties, but certainly you 11 recall in Mr. Clifford’s case, he did not sit 
on any of the bank boards. Mr. Clifford sat on the holding company 
boards and credit decisions do not come to the holding company. I 
sat on some of the subsidiary bank boards, but I was not a partici- 
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pant in the credit committees. Some loans such as, for example, in 
New York of a certain magnitude where I was a director did come 
to the board. So I’m familiar with some loans, but not the general 
practice at all these banks. 

Senator Brown. Mr. Altman, were your loans at the same terms 
and conditions that Secretary Clifford's loans were at? 

Mr. Altman. They’re identical, but 50 percent of the size, same 
terms. 

Senator Brown. Secretary Clifford indicated that the reason or 
one of the reasons for the terms of his loan was because of estate 
planning. Would that have applied to you as well? 

Mr. Altman. Well, obviously Mr. Clifford hopefully has a lesser 
expectancy than I, being 40 years older. 

Senator Brown. I serve with Strom Thurmond on the Judiciary 
Committee 

Mr. Altman. But to clarify it, if I might, there is a factor here 
which is equally applicable to both of us. It is just a more pressing 
problem in the event of estate issues. The problem that you have 
here is the liquidity of the investment. 

You asked about what was the value at the time we bought the 
stock. We bought the stock at book value. We don’t know what the 
value was if you went to sell it. It depends on whether or not you 
had a buyer available at the time, and there were clearly a very 
limited number of potential buyers. Recall that he and I were just 
purchasing very small percentages of the stock and so, our ability 
to resell that stock was something that we could not be assured of, 
and our counsel was very insistent that we not borrow large sums 
of money secured by collateral, when we were not assured of the 
liquidity of that collateral. And, therefore, they felt that if we 
could not get a nonrecourse loan, it was preferable not to make the 
investment. They felt very strongly that this was to be a nonre- 
course loan, and when we were originally in negotiations with 
BAII, they took the sarnie position that it had to nonrecourse fi- 
nancing. 

Senator Brown. The lender did? 

Senator Kerry. Mr. Secretary, I just noticed that your wife de- 
parted for a moment, but I know that chair is somewhat uncom- 
fortable. I would be happy to make one of these other chairs avail- 
able, if that is better. 

Mr. Clifford. Oh, how thoughtful of you, that would be great. 
Thank you very much. 

Senator Kerry. If we could have somebody just bring one of 
those down or something. 

Mr. Clifford. I’m much obliged to you. 

Senator Brown. The loan negotiations with BAII appears to be a 
loan negotiation with a bank that was, in effect, an affiliate of 
BCCI and had similar shareholders. Were you aware of this at this 
time? 

Mr. Altman. I don’t believe that’s accurate, Senator. At least 
that’s not my understanding. 

Senator Brown. You are not aware of a relationship between 
BAH and BCCI? 

Mr. Altman. I’m aware of a relationship. I know that — I believe 
he’s the former president, perhaps he’s still the president of BAII — 
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served on the board of BCCI, but they were unaffiliated institu- 
tions. Other than this director interlock, they were unaffiliated in- 
stitutions. BA11 was a consortium bank, owned by a group of 30 
banks or something around the world, 1 think. I’m not completely 
familiar with that and so I don’t want to suggest to you that I am, 
but I don’t believe that they were considered corporate affiliates. 

Mr. Clifford. When, Senator — when the original deal was made, 
in round numbers the investors put up $200 million and of that, 
$50 million was borrowed on our part from this BAII bank, and 
that’s why we thought of them first, because they’d been in it origi- 
nally. That loan now is down to about $10 million. Through the 
years we’ve been paying off on it. 

Senator Brown. Were the payments called for in your promisso- 
ry notes made on time? 

Mr. Altman. Actually, made early. 

Senator Brown. So you paid the loans off before they were due? 

Mr. Altman. Well, I don’t want to generalize. I should be specif- 
ic. The original loan was made in the summer of 1986 and interest 
and principal was due, I believe, 18 months later. I could look at 
the documents for it to be specific. In the summer of 1987, there 
was a rights offering and there was a desire on our part to partici- 
pate in that rights offering, and we again sought financing from 
BCCI — Mr. Clifford in the amount of approximately $2 million; and 
I sought approximately $1 million of additional financing. 

At that time, as a condition to getting the second loan, even 
though the interest on our first loan was not yet due, Mr. Clifford 
and 1 sent interest checks to BCCI for something over $1 million. 

So that was before the documents would require us to make pay- 
ment, but it was a condition if we wanted to secure additional fi- 
nancing. 

Senator Brown. But on these original loans, they were due on 
January 1, 1988, were they not? 

Mr. Altman. In January. 

Mr. Clifford. Yeah. 

Mr. Altman. I don’t remember what date. 

Senator Brown. And were they paid off at that point? 

Mr. Altman. No. They were — at that time, the loans provided 
that if they came due and we had not paid them off or sold any 
portion of our stock, then we could seek refinancing, or ask BCCI 
to roll them over, and we asked BCCI to consider rolling them over. 
This was in December, but before we completed that arrangement, 
Mr. Clifford and I decided that it would be preferable to try to dis- 
pose of some portion of our holdings, and so, in February, Mr. Clif- 
ford started the process to sell a portion of the stock and the princi- 
pal and all the accrued interest was then paid in March. 

Senator Brown. And that was February 1988? 

Mr. Altman. Yes, sir. That was the — approximately 30 days 
later, whatever the exact due date was. 

Senator Brown. So at least for a period of time, these loans were 
in default? 

Mr. Altman. Well, they were not actually in default because we 
had gone to the lender, we had asked the lender if they would refi- 
nance the loan or roll it over. The lender indicated a willingness to 
do that, but before the documents were prepared for a second loan, 
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we started the process of disposition of the shares which made pa- 
pering that unnecessary, and when we paid the loan, even though 
the second loan had not been documented, we paid all interest ac- 
crued to date. 

Senator Brown. So while they might have been technically on 
paper in default, you had had a verbal agreement to handle it. 

Mr. Clifford. Which was consistent, Senator, with the original 
understanding that they would extend it at our request. 

Mr. Altman. As set forth in the documents. 

Senator Brown. The Internal Revenue Code provides for interest 
that is charged in a below market rate fashion to be reported as 
income. I think the Treasury publishes the rate at which they 
make that comparison monthly. It appears that the interest rate 
you were charged was below that rate. Did you report as income in 
1987 and 1988 the below market rate interest that you were 
charged? 

Mr. Clifford. I do not know that it was below the rate. Senator. 
There was no reporting on our part. As I said, the LIBOR rate is a 
flexible rate. The loan was made under LIBOR and the bank set 
the rate. We did not set the rate. The bank set the rate. We accept- 
ed the rate that the bank set at LIBOR and paid it. 

Mr. Altman. I’m not sure that I would agree with your assump- 
tion, Senator, or your interpretation of the code, if I might say so. 

Senator Brown. Your feeling is that the code does not require 
recognition as income for below market rate loans? 

Mr. Altman. What I am suggesting here is, this loan transaction 
was one in which we negotiated with BCCI and they advised us of 
the rate that would be applicable to the borrowing. I have never 
heard of a case where the IRS has taken the position that a loan 
obtained from a financial institution at a rate set by the financial 
institution is the kind of imputed interest that you’re suggesting 
would apply. I think that generally is the kind of situation where a 
father gives a son a loan for nothing, with no interest rate and it’s 
in effect a gift to the child of the additional amount that is the in- 
terest that is not required. But I’ve never heard of a case such as 
you’re suggesting, where when a bank sets an interest rate, that’s 
regarded as imputed interest — some differential to the borrower. 

Senator Brown. Could you supply, for the record— obviously, if 
you knew it off the top of your head that would be fine, but if you 
would be willing to supply for the record, the interest rate that you 
paid on this amount? 

Mr. Altman. Sure. 

Mr. Clifford. Sure. 

Senator Brown. Would you recap for us the sale of this stock? 
What price was it sold for? 

Mr. Clifford. $6,800 per share. 

Senator Brown. And was that the book value at the time? 

Mr. Clifford. Oh, no. No. See, there were two areas of pricing of 
the stock. One was book and that is based, as you know, upon the 
excess of assets over liabilities of that particular company, as of a 
particular time. That’s called the book value. So that the stock that 
would be taken up by the shareholders, when it was offered, was 
always offered at book. We did that not only with this circum- 
stances, but whenever any of the member banks gave rights offer- 
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ings, it was always at book. That was the custom within First 
American. Now — so the book, you could check on at any particular 
time and find out exactly what the book value was. And just to also 
let you know the progress of the bank, when we bought our stock 
in 1986, book value was $2,216. By the end of 1988 or 1989, it had 
gotten up very close to $3,000. That’s how much progress the bank 
was making, but that book was steadily going up. But during that 
period, there was other trading at a different level that was not 
concerned with book. If an individual felt that First American was 
a very attractive buy, he might choose to pay whatever a willing 
seller and a willing buyer agreed upon. 

Senator Brown. So you were able to buy it book, but when you 
sold, you sold on the — it wasn’t an over-the-counter market, but in 
such market as did exist, I would guess. 

Mr. Clifford. That’s right and that happened in a number of in- 
stances. We had heard at some time that there were sales at 
$4,000. On other occasions, we’d heard there were sales of the stock 
at $5,000, and more interesting to you, there had been a substantial 
transaction, Senator. Prior to our sale there had been a substantial 
transaction at $6,100 a share. That’s when the Bin-Mahfuz family 
of Saudi Arabia decided that they wished to start taking a substan- 
tial position in First American. First American was considered to 
be a very attractive, dynamic, coming stock and that particularly 
led to those prices. 

Senator Brown. I take it, book value continued to increase in 
1988 and 1989? 

Mr. Clifford. Yeah. It increased each year during the 1980’s. 

Senator Brown. Do you recall how much — what your gain was 
on this particular sale? You did not sell all your stock, but a por- 
tion of your stock — the stock you did sell? 

Mr. Clifford. Only about 60 percent of it. 

Mr. Altman. We have attached to our written submission, Sena- 
tor, attachment (I), all of the numbers for the record as to amounts 
received and disbursed and taxes and the rest, so you would have 
that available to you. 

Senator Brown. Let me just say for the record that the full text 
of your statement will be placed in the record, with your opening 
comments that you made, at the appropriate place in the record 
and the exhibits will included here. 

[The information referred to follows:] 
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THE WASHINGTON POST 
Oct. 15, 1991 Page D1 

First American Trust Mired 
Li Questions Over Ownership 

Impasse Is Delaying Attempts to Sell Bank 


Bv Sharon Walsh The government of Abu Dhabi, 

Wflto*k»rttfSbffWntcr one of the United Arab Emirates, 

„ T — T TT has a 8 reed t0 P ut * ts 28 percent 

Kama! Adham says that he, and he stake into the trust, but no other 
alone, is the owner of about 13 per- shareholder has made a commit- 
cent of the shares of First American ment. 

Bankshares Inc.’s parent company. 


But the Federal Reserve Board says 
that Adham, a Middle Eastern busi- 
nessman with ties to the Saudi royal 
family, is one of six sham stockhold- 
ers who acted as fronts for the Bank 
of Credit and Commerce Interna- 
tional. 

Other alleged BCCI stand-ins have 
taken the same position as Adham. 
Together, they hold more than 50 
percent of the stock in First Ameri- 
can, leaving the Fed and First Amer- 
ican officials in a legal and practical . 
quandary over how to establish a 
dear separation between the bank 
and BCCI. 

Without some agreement from! 
the majority of the shareholders, the 
officials say, they cannot follow 
through on their announced inten- 
tion to set up an independent trust 
to hold the disputed shares of the 
bank. 

.The impasse has put on hold 
moves to sell the bank and left its 
management unable to say unequiv- 
ocally that BCCI is not a powerful 
shareholder. 

"The trust is important to the 
bank because it would provide a pub- j 
lie assurance that there isn't any im- j 
proper influence," said Nicholas deB. : 
Katzenbach, chairman of the bank. **I 
wish to God it had happened before 
now ... but I don’t control the pro- 
cess." 

Since March, when the Fed or- j 
dered BCCI to sell any shares that it . 
had acquired illegally in First Ameri- * 
can, federal regulators and others 
have worked to establish such a 
trust. 


In August, after Clark M. Clifford 
and Robert A. Altman resigned their 
positions as chairman and president 
of the bank, the negotiations to es- 
tablish a trust became more fevered 
as pressure increased from the Fed 
and from the Abu Dhabi govern- 
ment. 

The parties involved in the trust 
negotiations agreed to be inter- 
viewed on condition that they not be 
identified. 

The Abu Dhabi shareholders, at 
first reluctant to be part of a trust, 
now realize that they would have to 
wait five years or more for the turn- 
around of the real estate market to 
earn ^significant return on their in- 
vestment in the bank and are eager 
for a trust so that their stock can be 
sold. 

The Fed, worried about the condi- 
tion of the bank, wants the bank sold 
and out of the shadow of BCCI as 
quickly as possible. 

The trust in some ways has be- 
come a political football among the 
various parties, which now include 
representatives of First American 
and the court-appointed liquidators 
assigned to handle BCCI's assets af- 
ter regulators seized the giant bank 
in July. 

What .some thought could be ac- 
complished quickly has dragged on 
for months. The parties agree that a 
trust is in everyone’s interest — ex- 
cept perhaps the nominees, who, the 
Fed says, bought the shares on be- 
half of BCCI — but no one can agree 
on a methodology. 
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“It’s become a spitting contest 
that has got to come to a head soon,” 
said one participant 
The proposed trust agreement 
See TRUST, D4,CoLl 
TRUST, Free PI 

has been revised so many times and so 
often that even the lawyers involved 
can't keep track. One attorney headed 
for a meeting with other participants 
and found that by the time he arrived 
for the meeting, his copy of the agree- 
ment was already out of date. 

Among the main provisions of a pre- 
vious draft of the trust agreement, a 
copy of which was reviewed by The 
Washington Post: 

■ First, the board of First Ameri- 
can's parent company, Credit and 
Commerce American Holdings N.V., 
a Netherlands Antilte^ corporation, 
would transfer ownershfo of its whol- 
ly owned subsidiary— Credit 'and 
Commerce American Investments, a 
Netherlands corporation — to the 
trust. The trust then would have 
dear title to CCAI, even if the owner- 
ship of CCAH might still be in ques- 
tion. 

Some participants are debating 
whether the board of CCAH — which 
is composed of several of First Amer- 
ican's top executives— can transfer 
the title without the agreement of 
the individual shareholders of CCAH. 

The recently elected board of 
CCAH— since the resignation, of Clif- 
ford and Altman — consists of Katzen- 
bach; the bank's chief executive offi- 
cer, Jack W. Beddow; its chief operat- 
ing officer, Paul Adams; and First 
American Bankshares board member 
Charles McC. Mathias, a former sen- 
ator. 

■ A trustee would be named to help 
hire an investment banker to sell the 
CCAH shares. 

■ The trustee would direct the board 
of First American to take the neces- 
sary steps to sell the bank within one 
year of the signing of a trust agree- 
ment 

This is another point of contention: 
Who would be in charge of selling the 
bank — Katzenbach or the trustee? 


And, will the nominee shareholders 
have any say in when and for what 
price the shares are sold? 

■ The trustee would deposit the pro- 
ceeds of any sale into a trust account 

That's when an even bigger battle 
may begin as "real*’ and "nominee” 
shareholders begin suing each other 
over who gets the money. Under 
Netherlands Antilles laws, where the 
stock is registered, the shareholders 
of record have certain legal rights. 

The process of establishing a trust, 
sources said, cannot wait several 
years to see whether the criminal jus- 
tice system is able to prove who the 
true owners are. 

Meanwhile, can the Fed, or anyone 
else, force the so-called nominees to 
put their shares in a trust? 

Plato Cacheris, an attorney for Ad- 
ham, isn't saying whether Adham will 
put his shares in the trust 
“We haven't done anything,” Cach- 
eris said. "My position is that they 
are his shares. He purchased them 
for himself and would like some com- 
fort on how the stock is to be sold. If 

it's sold at a distress sale, he'll take a 

beating.” 

There also is the question of who 
would serve as trustee. 

The various parties at first wanted 
an individual trustee, but decided that 
it would be better to appoint an insti- 
tutional trustee. The investment 
hank J.P. Morgan & Co. of New York 
was approached about the post but 
declined, sources said. 

The job may not be that attractive. 
For a moderate fee, it will mean a lot 
of headaches. 

Once the trust agrees to sell the 
stock, there are bound to be numer- 
ous lawsuits over who gets the mon- 
ey, and the trustee— who will hold 
the money until the fights are 
over— is likely to be named in the 
suits. 

But to name a trustee, there first 
must be a trust 

And for that, said one source: “The 
Kama! Adhams of the world and the 
BCCIs are going to have to agree ” 
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Judge Halts a Liquidation 
Of BCCI’s U.K. Operations 


Sham Accounts, Secret Role 
Of First American Bank 
Are Alleged at Hearing 


By Nicholas Bray 
A nd Pets* Trukll 

Staff Reporters of Tm WallStorkt Journal 

LONDON- A British Judge temporarily 
froze the government's plan to liquidate to* ' 
cal operations of Bank of Credit & Com- 
merce International SJL, in a move to give 
the bank's Abu Dhabi shareholders time to 
consider a rescue plan. 

Addressing a courtroom packed with 
lawyers, journalists and BCCI employees 
and depositors, Sir Nicolas Browne-Wllkin- 
son adjourned for eight days the Bank of 
England’s request for authority to wind up 
the British and related operations of the 
scandal-scarred bank, which was seized by 
a global band of regulators July 5. 

The government, seeking approval for 
immediate liquidation, depicted BCCI as a 
textbook case of financial fraud and mis- 
management. In this connection the gov- 
ernment presented evidence suggesting 
that BCCI used First American Bank- 
shares Inc. -the biggest bank holding com- 
pany in Washington, which BCCI secretly 
owned for several years-as a source of se- 
cret funds for perpetuating a world-wide 
banking scam. 

But during the hearing, lawyers for 
BCCI's controlling shareholder. Sheik 
Zayed al-Nahyan, the ruler of Abu Dhabi, 
said his client was still willing to consider 
a plan to bail out the bank with another 
capital Infusion. “The possibility of a via- 
ble alternative to liquidation is a real one,” 
said David Johnson, attorney for Sheik 
Zayed. 

The court action in England comes as 
the scope of the apparent fraud becomes 
even wider at BCCI, whose principal oper- 
ating company is BCCI Holdings (Luxem- 
burg) S.A. . 

In a letter to the European edition of this 
newspaper, lawyers for Sheik Mohamed 
bin Rashid al-Maktoum of Dubai said he 
“never borrowed" $121 million from BCCI, 
as the auditing firm of Price Waterhouse 
found in a 1990 review and as this newspa- 
per reported earlier this month. Another 
big borrower identified by Price Water- 
house in the 1990 audit, the al-Ibrahim 
family of Saudi Arabia, also denied receiv- 
ing funds from BCG. according to the In- 
dependent, a London newspaper. “Neither 
of these loans ever existed, but were sim- 
ply credited against the names to disguise 
BCG’s tosses," the newspaper said. 


If true, these assertions mean that loans 
to nonexistent borrowers were fabricated 
in BCG's records. Doing so could help 
mask the huge, undocumented movements 
of deposits out of the bank that auditors 
have also discovered. 

Prime Minister John Major wouldn't 
comment on allegations in the media thgt 
BCG had been used by terrorist organiza- 
tions, including the Abu Nidal group, |o 
fund arms purchases and other operations. 
Instead, he said, an inquiry into the P C X ? : 
affair will be beaded up by Lord Justice 1 
Bingham, a prominent appeals court 
judge, who will have access to all relevant 
papers, officials and government minis- 
ters. 

Some U.S. officials involved in counter- 
terrorism expressed irritation that British 
officials hadn’t Informed the U.S. officials 
of suspicions that alleged terrorists banked 
at BCG. 

The Bank of England said It was disap- 
pointed by the court action. The immediate 
winding-up order, as requested by the gov- 
ernment, would have unleashed partial 
compensation for U.K. depositors who 
have lost money with the bank, equivalent 
to 75% of deposits to as much as a maxi- 
mum reimbursement of 115,000 ($25,389 ). 

BCG’s total liabilities in Britain 
amount to the equivalent of $325 billion, 
according to Touche Ross & Co., the provi- 
sional liquidators of BCG. The bank has 
about 40,000 depositors in the U.K., of 
which 36,800 have jess than £1.000 on de- 
posit. Sir Nicolas made it clear that any 
delay in the liquidation beyond eight days 
would be considered only in conjunction 
with measures to assist small depositors. 

The call for a delay-supported by t 
number of major depositors and by repre- 
sentatives of BCG employees -was given 
extra force by Touche Ross itself, whose 
officials have discussed possible alterna- 
tives to liquidation with regulators in Lux- 
embourg. 

Speaking for the British central bank, 
lawyer Gabriel Moss advanced numerous 
reasons why it was "just and equitable in 
the public interest to wind up BCG.” 

He traced the fraud at BCG to the 
bank’s mountain of bad and doubtful debts 
and to trading losses that totaled about 
$849 million from 1977 to 1985. To cover bad 
debts, be said. BCG channeled funds into 
a separate, unnamed unit that then repaid 
third-party bank borrowings, concealing 
the extent of BCG’s exposure. 

Mr. Moss outlined the alleged artifice 
using code names that auditors have at- 
tached to various BCG operations. BOG 
used funds from a company he called 


"Fork,” which others identified as a Cay- 
man Islands-based company with a pur- 
portedly charitable status. BCG, be also 
said, took in unrecorded deposits totaling 
about $600 million, $358 million from a de- 
positor be identified as "Tumbleweed.” 

The fraud only spiraled, the govern- 
ment lawyer said. "The solutions to the ini- 
tial problems had to be salved using the 
same deception, but on an ever-increasing 
scale.” he told the court 

"Unrecorded deposits and fictitious 
loans had to be repaid a nd funds under 
Fork's management had to be replaced," 
he added. "To do that further unrecorded 
deposits, fictitious loans and funds under 
Fork’s management had to be used." 

Mr. Moss discussed the role of one 
BCG unit which he* identified as 
"WXYZ,” in particularly strong terms. In- 
dividuals familiar with the case identified 
WXYZ as First American, in which BCG 
acquired a controlling stake through covert 
share purchases in the early 1980s. 

In addition to its previously reported 
role in financing First American’s share 
capital, BCG used First American shares 
as security for loans to Individuals acting 
in BCG's behalf for releasing funds to ad- 
just nonperforming loan accounts, to cover 
up unauthorized loans and to generate fic- 
titious income. Mr. Moss said. 

All told, the Bank of England submis- 
sion asserted “the BOG group made sig- 
nificant losses over the last decade and 
may never have been profitable in its en- 
tire history." 

Responding to these allegations, Mr. 
Johnson affirmed on behalf of BCG's Abu 
Dhabi shareholders that measures hnrf al- 
ready been taken, in the context of a re- 
structuring plan, to contain and isolate the 
fraud. Abu Dhabi is one of the United Arab 
Emirates. 

The Bank of England had made no defi- 
nite assertion that fraud was continuing 
within BCG, and it had made clear that it 
considered the Abu Dhabi authorities to be 
innocent of any participation in the fraud, 
be added. 
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Regulators 
At Odds over 
BCa Stake 
In D.C. Bank 


By JAMES R. KRAUS 

NEW YORK — Regulators in 
the United States and Luxem- 
bourg are at odds over who con- 
trols the Bank of Credit and 
Commerce International's stake • 
in First American Bankshares. 

The question has put in limbo 
the Federal Reserve's plan to sell 
BCCI's illegal holdings in First 
American, an $11 billion-asset 
company based in Washington 
and run by Clark Clifford, a for- 
mer presidential adiviser. 

Citing evidence of widespread 
fraud, regulators last Friday 
closed BCCI offices in eight na- 
tions, including Luxembourg, 
where the $20 billion-asset com- 
pany has its headquarters. 

Regulators Queried 

Fed officials are maintaining 
that regulators in Luxembourg 
now control BCCI's stake in 
First American. “We have asked 
the Luxembourg authorities for 
instructions," a senior Fed offi- 
cial said Thursday. 

But the ranking regulator in 


Regulators at Odds over BCCI Stake 


Continued from page 1 
Luxembourg said Thursday that 
his country does not have a say 
in the disposal of the shares. 
“It’s a U.S.- [legal] problem," 
Pierre Jaans, director of the Lux- 
embourg Monetary Institute, 
said in a telephone interview. “I 
am not even theoretically sure 
who holds that stake." 

BCCI evidently owned First 
American shares through a se- 
cret relationship with Credit and 
Commerce American Holdings, 
a holding company based in the 
Netherlands Antilles, a Dutch 
: dependency in the Caribbean. 

According to the Fed, BCCI il- 
! licitly acquired a stake of more 
than 2S% - the exact amount is 
not clear - in First American. 

Off the Books 

From a purely legal stand- 
point, Mr. Jaans said, the stake 
was never entered on the books 
of BCCI or its parent, BCC 
Holdings, and therefore does not 
automatically come under the 
control of Luxembourg's regula- 
tors. 

However, Mr. Jaans did not 
rule out the possibility that the 
stake might end up under his 
control once the investigation 
into BCCI’s activities is com- 
pleted. 

Both the Fed official and a 
member of the law firm hired to 
sell the BCCI stake appeared 
1 flabbergasted by the Luxem- 


bourg regulator’s position on 
First American. 

“Of course BCCI never listed 
shares of First American on 
their balance sheet," the senior 
Fed official said. “The whole 
thing was concealed from the 
start” 

Receiver’s Role 

BCCI agreed in March to sell 
its stake in First American. 
“From a U.S. legal standpoint, 
it’s quite clear to me that a Lux- 
embourg receiver wpuld be 
compelled to live up to lawfully 
authorized contractual obliga- 
tions” entered into by BCCI, 
said Sandy Martin, a partner 
with the Washington law firm of 
Patton, Bogg & Blow, which is 
representing BCCI. 

On Friday - the day the assets 
were seized - Fed officials and 
lawyers from Patton, Bogg & 
Blow were finalizing plans under 
which the BCCI stake would 
have been turned over to a Fed- 
appointed trustee. 

The trustee was to have taken 
control of the shares with au- 
thority to sell them off to a Fed- 
approved purchaser. He would 
also have had the authority to 
replace First American's current 
management. 

“The plan has gone into abey- 
ance,” the Fed official said. 

Also at issue is BCCI’s major- 
ity stake in Independence Bank, 
a $640 million-asset institution 
based in Encino, Calif. □ 
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At tha public bearing held by your oonnittee on Sept— her 30, 
you requested that the nee York State Banking Department supply 
you with inf or— t ion concerning the investigation of the investors 
who applied for permission to acquire control of First American 
Bank-share* , ine. (First American), formerly known as Financial 
General Bankahares, Xnc. 

A review - j of «our records indicates that we marts a thorough 
investigation and that we obtained sufficient information to 
determine that the investors' character and financial responsi- 
bility warranted approval of the application. 

The investors had to comply with the stringent information . 
requirements of -the. Banking Department's Supervisory Procedure 
CB 117 (copy attached) which provides for an extensive probe into 
the financial and personal affairs of individual applicants. 

Among the data required under CB 117 are curricula wit—, employ- 
ment histories, disclosures of previous or pe n d ing civil or 
criminal proceedings, banking relationships , descriptions of the 
sources of funds for the pro p— ed invest— nt, details of applicants' 
businesses, three-year financial statements , explanations of the 
accounting principles used in their preparstioc and a description • 
of the quallfi— ti— s of the accountants who prepsred them. 
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Tbt uttriil tnteittad mdtr C8 117 mi fmbtr lupplmmtad 
by a long list of additional integration which va subsequently r 
requested and obtained fron applicants* This induced intar in ^ 
financial mtinnu, additional bant and non*bank refer an ces* 
further details on their business connections * elaboration of 
significant items on their financial statements* and background 
date on the home co untri es of the applicants* 

We also worked closely with the staff of the Federal Reserve 
Beard* who were investigating the same investors* and exchanged 
information with them continually. They, of course* had at their 
disposal the vast investigative resources of the federal government. 
Through then we established contacts at the 0, S. state Department 
and the 0, S, Department of Coheres from whom we retained valuable 
information about the i n v ent or s and about thslr home countries, 

rinally* we utilised the resources of multinational banks in 
new York City, la particular Morgan Guaranty Trust company. Manu- 
facturers Hanover Trast Company, Irving Trust Company and Citibank, 
Middle East specialists et these banka knew the major investors* 
wore able to confirm the accuracy of much of the information we 
have received* end were able to supply us with additional informs* 
tlon as well. 

From none of the foregoing sources of information did we ever 
receive any derogatory Information shout any of the investors. On 
the contrary, all tha information we received indicated that the 
investors were prestigious end reputable peeple. 

Finally, it sh o ul d be not e d that this application received 
more scrutiny from more regulatory agencies then any other in 
recent memory. Over e period of four years, tha application was 
scrutinized by the Federal H aasr va Board, the Comptroller of the 
Currency* the Securities end Exchange Commission, and tha banking 
euthoritiaa of the states of Maryland* Virginia and Tennessee as 
well as New York. Bone of the regulatory agencies involved found 
anything derogatory shoot any of the i n ve st or s , nor* did the Berner 
top management of Financial General* who fought tha takeover for 
almost three years. 

To reiterate# our investigation was t ho ro u g h and explorsd 
all available s o urces of information. Our conclusions wars consis- 
tent with all the standards and criteria set forth in the New York 
Banking Law. 


I want to 
straight on this 


ter this 


aet tha r ecord 
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Mr. Rosenthal. All right, Mr. Daub. 

Mr. Wallich, we are very anxious to hear from you. 

STATEMENT OF HENRY C. WALLICH. MEMBER. FEDERAL 
RESERVE BOARD 

Mr. Wallich. Mr. Chairman, I understand that you would like 
me to summarize some parts of my statement. 

Mr. Rosenthal. Yes. Without objection, a copy of your entire 
prepared statement will be inserted in the record. 

Mr. Waluch. I will begin by saying that this is the third time I 
have been privileged to appear before your subcommittee. There 
were large acquisitions at the time when I appeared previously. 
The interest of foreign countries in U.S. banks has continued, al- 
though on a lesser scale recently. At the present time we have a 
situation where 134 banks are controlled by foreign banking orga- 
nizations and foreign investors. 

The performance of these foreign h ankin g organizations has been 
studied very carefully on a quantitative scale. The principal find- 
ings are easy to summarize because, just as Mr. Kohn said, the dif- 
ferences between domestically run and foreign run institutions 
after they become foreign owned are small. 

What we have found is that banks that became foreign owned 
typically before their acquisition had lower earnings and lower 
equity ratios than their peer group. In other words that was the 
type of bank that was being bought. Following acquisitions, earn- 
ings generally improved, although not up to peer levels. Equity 
levels were raised to peer levels as a result of infusions of capital. 
The business orientation of the acquired banks did not change ma- 
terially. There was somewhat less emphasis on retail lending as a 
proportion of total, reflecting a greater diversification of the lend- 
ing portfolio. 

Within the whole group of foreign-controlled banks, the greatest 
improvements in earnings and the largest increases in capital took 
place at banks that were acquired by foreign individuals. However, 
their earnings were low at the time they were being acquired. 

I want to say a few words about supervisory experience. One can 
judge that from the point of view of the performance of a bank. I 
have cited equity ratios and earnings. There is some further evi- 
dence available from ratings that are assigned by supervisory agen- 
cies. Of the 52 banks that appeared in a given sample that was re- 
viewed, there were 40 that had strong composite ratings for finan- 
cial soundness. There was a very small proportion that was un- 
satisfactory. In other words, the picture is not at all bad there. 

The record of compliance is more difficult to measure. Every 
bank in the United States has some Occasional incident of a viola- 
tion of law. This is easily corrected as a result of the examination 
process. Foreign-owned banks are no different in this regard. On 
the whole I think one can say that compliance in foreign banks is 
as good as it is in domestic banks. 

1 will skip the section on supervision, which describes our tech- 
niques, Mr. Chairman, with which I think you are familiar. I will 
go on to page 7. 
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Most foreign bank holding companies are foreign banking organi- 
zations, that is banks abroad. They are usually the m^jor banks in 
their home countries. They are supervised by foreign banking au- 
thorities. They have recognized reputations. For these reasons, the 
Board has not been confronted with serious problems in supervis- 
ing U.S. activities of these bank holding companies. 

Mr. Rosenthal. Let me ask you one question. When you say 
they are supervised by foreign banking authorities, is that supervi- 
sion of the same character and stringency as the type of supervi- 
sion I would like to think we have here? 

Mr. Waluch. We are proud to think that ours is more intensive, 
and there is a specific difference in that ours rests on examination, 
typically annual, of a bank, going through their books, going 
through their portfolio. Few other countries do that. 

It also must be recognized that we have a very large number of 
banks, and among those you might always find some that need this 
kind of attention. Foreign banking systems are much more concen- 
trated as a rule than ours. Nevertheless, I think you can say a lot 
on behalf of American bank supervision. 

When we are we dealing with foreign individuals, certain super- 
visory problems do arise. One supervisory problem relates to the 
initial entry of foreign investors trying to acquire or establish a 
bank. The other relates to the continuing operations of their banks. 

On the question of entry, I might just note that the principal 
problem is to ascertain the financial strengths and reputation of 
the would-be foreign owners. This is not a unique problem interna- 
tionally. It is a problem that faces the Office of the Comptroller of 
the Currency when foreign investors seek to charter a national 
bank. It is a problem encountered by all three Federal banking 
agencies under the Change in Bank Control Act when there is an 
effort of a foreign investor to acquire more than 10 percent of an 
aviating b ank and become a large, distinguished shareholder. 

The relevant h anking agency has to determine the investor’s con- 
dition, and status and the ability to make such a determination is 
necessarily complicated by distance and differences in foreign con- 
ditions and standards. 

On the second question of continuing supervision of foreign indi- 
viduals, there is the problem of assuring that the hank is managed 
well and that it is not used for the benefit of the foreign owners to 
the detriment of the condition of the bank. Individual investors, by 
comparison with banking organizations, may not have the same in- 
terest in preserving the Sankiag reputation. ' 

The first line of defense on this point is to limit entry to persons 
of undoubted integrity and banking experience. On the whole, as 
described earlier, the banks owned by foreign individuals have 
been managed well and have posed few supervisory problems. How- 
ever, there have been exceptions. 

If I may turn to Federal Reserve procedures on applications 
made by foreigners seeking to acquire U.S. banking organizations, 
we have the Bank Holding Company Act which provides several 
criteria that the Board is required to consider in judging all b ank 
holding company applications. These are, first, the financial and 
managerial resources of the acquiring company and the bank to be 
acquired; second, the future prospects of each; third, the conven- 
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ience and needs of the community to be served; and fourth, the ef- 
fects of the proposal on competition. 

Similar criteria are to be considered by the banking agencies 
under the Change in Bank Control Act. These criteria apply both 
to foreign and domestic acquisitions. 

When an application is received by the Federal Reserve from for- 
eign banking organizations or foreign individuals or foreign bank 
holding companies, the same general procedures are followed, and 
the same general information is required as if domestic organiza- 
tions or domestic individuals were involved. Also, a concerted effort 
is made to obtain additional information that will enable an evalu- 
ation of the applying foreign banking organization to be viewed 
against the environment in which it operates in its home country. 
In the case of foreign individuals, they are required to submit fi- 
nancial statements and other information sufficient to assess their 
ability to manage a banking organization and to stand behind the 
acquired bank. 

Contact is usually made with the appropriate foreign supervisory 
authority about the condition and reputation of the foreign appli- 
cant. When a foreign banking organization is involved, this proce- 
dure is in keeping with a broad agreement reached among the cen- 
tral banks and bank supervisory authorities of the G-10 countries 
and Switzerland that the foreign banks operating within their ter- 
ritories should be adequately supervised institutions in their home 
countries and that the home country supervisors should supervise 
the activities of their banks on a consolidated basis. 

Now I come to the main acquisitions that are listed in your state- 
ment, Mr. Chairman. The three cases are, first, the Crocker Na- 
tional Corp. acquired by Mi dlan d Bank Ltd.; second, Financial Gen- 
eral Bankshares acquired by a group of Middle Eastern investors; 
third, the acquisition of Long Island Trust Co. Bancorporation by 
Banca Commerciale Italians. My remarks will be confined to the 
highlights of each case. More details are contained in the Board’s 
orders approving these acquisitions, which is included in my testi- 
mony. 

In early 1981, Midland Bank, one of the major London clearing 
banks, applied to acquire a majority interest in Crocker National 
Corp., whose principal subsidiary bank and principal asset is Crock- 
er National Bank. At the time Midland had total deposits of $55 
billion and was the third largest bank in the United Kingdom. 
Crocker National Bank had total assets of $19 billion and was the 
fourth largest bank in California and the twelfth largest in the 
United States. 

Under the proposal. Midland Bank would immediately acquire 51 
percent of the stock of Crocker National Corp. with the intention of 
ultimately acquiring 57 percent. The end result of the acquisition 
would be an infusion of $495 million in new capital into the Crock- 
er National Corp. 

At the time of the application Midland Bank had no operating 
banking presence in the United States. Its only representation was 
as a part owner of European American Bank and Trust Co., a con- 
sortium bank in New York owned by six banks from different Eu- 
ropean countries. 
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Although the acquisition of a large U.S. bank was involved, there 
were virtually no issues presented by the application under the cri- 
teria specified in the Bslnk Holding Company Act. There were no 
adverse competitive factors in the application since Midland Bank 
had no direct banking operations in California or elsewhere in the 
United States. Midland B ank was in strong financial condition, and 
its reputation as an international bank was undoubted. The pro- 
posed capital infusion was regarded as a factor weighing in favor of 
the approval. 

In approving the bank acquisition the Board had also to consider 
the other activities of the Mi dlan d Bank organization in the United 
States and their consistency with the requirements of the Bank 
Holding Company Act. As a result the Board order approving the 
bank holding company formation required that Midland divest its 
20 percent interest in European American Bank on the grounds 
that retention would be inconsistent with the policy underlying sec- 
tion 3(d) of the act. Under that section bank holding companies are 
effectively barred from acquiring more than 5 percent of the shares 
of a bank in another State. The Board also denied an exemption 
from the prohibitions of section 4 of the act for the activities of the 
U.S. subsidiary of Thomas Cook Ltd. That company provides retail 
and wholesale travel services in the United States, an activity 
which the Board has found as not closely related to banking. 

I next will turn to Financial General Bankshares. Financial Gen- 
eral Bankshares is a multi-State bank holding company with 12 
banks located in the District of Columbia and the States of Mary- 
land, New York, Tennessee, and Virginia. In November 1978 the 

first applications to acquire this holding company were made by 
Credit and Commerce American Holdings of the Netherlands Antil- 
les and Credit and Commerce American Investment of the Nether- 
lands. The two applicant companies were formed by a group of in- 
dividual investors from several Middle Eastern countries for the 
purpose of the acquisition. A protracted process ensued. 

The proposed acquisition was at first opposed by existing man- 
agement of Financial General and its subsidiary banks. Moreover, 
two of the State banking supervisors involved, Virginia and Ten- 
nessee, recommended denial on the grounds that the acquisition 
would be detrimental to the convenience and needs of the commu- 
nities served. In addition the attorney general of the State of Mary- 
land issued an opinion that Maryland State law precluded a Mary- 
land banking institution from being subject to an unfriendly affili- 
ation. In these circumstances, the Board dismissed the first applica- 
tions on the grounds that it was prohibited from approving a pro- 
posal that would violate State law. 

These complications were subsequently resolved, and a new ap- 
plication was filed in November 1980. While a number of technical 
issues remained, the principal issue for the Board then became the 
identity of the purchasers, their reputation and their financial 
strength, and what those attributes meant for the future oper- 
ations of the bank holding company. 

The Middle Eastern investor group consisted of 14 individuals 
and companies from Saudi Arabia, the United And) Emirates, and 
Kuwait. The group included eight individuals, three personal hold- 
ing companies, two goveramenbowned companies, and one private 
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company. In the course of processing the application, a meeting 
was held at the Board's offices which was attended by representa- 
tives of the investor group, counsel for the applicants, and repre- 
sentatives of the State banking departments involved, and the 
Comptroller of the Currency. 

The information developed at this meeting became part of the 
record on which the Board based its decision. In making that deci- 
sion the Board took special care to review the financial resources of 
all the investors. The information submitted demonstrated that all 
the investors possessed sufficient financial resources to make the 
acquisition and to provide future support if needed. 

The financial factors relating to the acquisition of Financial Gen- 
eral were considered to be consistent with approval. As far as man- 
agement was concerned the investors did not propose to take an 
active role themselves. Rather, they proposed to have all the direc- 
tor and top management positions filled by qualified Americans. 
The Board carefully reviewed the composition of the proposed 
board of directors of Financial General and the proposed senior 
management and satisfied itself about their qualifications. 

The Board approved the acquisition on August 25, 1981, The 
transaction was consummated in April 1982, and the name of the 
organization was subsequently changed to First American Bank- 
shares. 

Mr. Rosenthal. Mr. Wallich, can you tell us just a little bit haw 
you checked to verify the backgrounds, the character, the integrity, 
the financial resources of the individuals? 

Mr. Wallich. The Board worked very hard at this because, as 
my testimony says, this is a crucial matter. We used all the re- 
sources of the U.S. Government, not only those of the Federal Re- 
serve Board, and we developed information from a very, broad in- 
formational source. 

.. We also, of course, obtained bank statements. We obtained the 
financial statements of the individuals, and these were certified by 
local accountants who in torn were certified by familiar named ac- 
countants of the Big Eight 

So we did what I think is humanly possible to develop detailed 
information on these individuals. In human affairs nothing is ever 
completely sure, but a credit check of this kind is of course not an 
unfamiliar thing. It happens all the time in business. The people 
involved here are businessmen. They are looked at often by the 
business community. So it by no means is impossible to get a full 
dosier on them. 

Mr. Rosenthal. It interests me that they formed two groups, one 
in the Netherlands Antilles and one in the Netherlands. Did you 
look into that at all? Were you able to get any information from 
the Netherlands Antilles? 

Mr. Wallich. This is a familiar device relating to, as I under- 
stand it — and I am not a tax expert- — two separate tax treaties that 
the United States has with the Netherlands Antilles on one side 
and Holland on the other. 

Mr. Rosenthal. That is what I was coming to. These individuals, 
would they be able to avoid U.S. taxes that U.S. citizens would 
have to pay? 



120 


57 

Mr. Waluch. They would not be able to do anything that some- 
body in the situation would not be able to do. 

Mr. Rosenthal. That is, if they use the Netherlands Antilles. 

Mr. Waluch. A U.S. citizen may not be able to do that because 
he, is subject to a different home tax law. However, if one starts out 
as a foreigner, these opportunities are open. I cannot speak with 
authority to this, Mr. Chairman. I am not a tax lawyer. All I can 
tell you is that it .is a familiar, frequently used technique.. - 

Mr. Rosenthal. I am just curious as to whether there is a loss to 
the U.S. Treasury in tax payments as a result of these individuals 
becoming shareholders. 

Mr. Waluch. The U.S. Treasury negotiated these tax treaties, so 
there are probably some losses ana some gains. 

Mr. Rosenthal. The Treasury is trying to renegotiate all those 
treaties. You still have not told us the extent of your investigation 
of the character and integrity of the individuals. You told us you 
used all the resources that are at your command, both foreign and 
domestic, and many UJ3. agencies. However, why is that kina of an 
investigation less fulfilling than if you had to make an investiga- 
tion of a U.S. citizen? 

Mr. Waluch. I would think it s certsdnly involved a greater effort 
and more input of resources than one would on a U.S. citizen. Ad- 
mittedly, abroad it is less easy to get a clear picture. 

Mr. Rosenthal. Did you send any- people overseas to the home 
countries of these folks? 

Mr. Waluch. I do not recall. 

Mr. Rosenthal. I still do not understand exactly what you did 
•do. ' - 

Mr. Waluch. Some sources' of information close up if one refers 
to them publicly. So just allow me to say that we used all sources 
that were at our disposal. I think a very unusual effort was put 
into this because of the importance of getting a clear picture. After 
putting it all together and getting the cross-checks, we arrived at 
the conclusion that these were satisfactoiy. 

Mr. Rosenthal. In other words you did not send any investiga- 
tors out to interview these people or to look into their backgrounds 
or anything like that. 

Mr. Waluch. We saw some of them in Washington. We had a 
meeting which the law did not call for, but we thought it was desir- 
able. They were represented by counsel and in part appeared in 
person. 

Mr. Rosenthal. Did you ask them any personal questions at the 
meeting? 

Mr. Waluch. There is a detailed record of the whole thing which 
became part of the record of the proceedings. 

Mr. Rosenthal. Please continue with your statement. 

Mr. Waluch. I now turn to Litco, which in a sense I think pre- 
sents the most important issues for the Congress to think about. 

In December 1981 Banca Commerciale ItaUana [BCI] applied to 
the Board to acquire Litco, the Long Island Trust Co. Bancorpora- 
tion of New York, a bank holding company owning all of the 
shares of Long Island Trust Co. Long Island Trust Co. had about 
51.1 billion in assets, and its business orientation was primarily di- 
rected to domestic business in the Metropolitan New York area. 
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BCI was the second largest bank in Italy. It had consolidated 
assets of about $34.5 billion. BCI conducted a wholesale banking 
business in the United States through branches in New York and 
Chicago and through an agency in Los Angeles. BCI is indirectly 
owned by the Italian Government through a Government holding 
company, the Institute per la Ricostruzione [IRI]. 

In this case as with the Midland/Crocker acquisition, there were 
few issues under the statutory factors that are prescribed in the 
Bank Holding Company Act. The Board found that the acquisition 
would have no significantly adverse effect on the concentration of 
banking resources or on existing potential competition. BCI had 
committed to inject $20 million of foreign capital into Litco and to 
maintain Litco among the more strongly capitalized institutions in 
the United States. 

As for Bd itself the Board made its evaluation on the basis of its 
policy statement on supervision of foreign bank holding companies 
that takes a number of factors into account in judging the financial 
and managerial resources of a foreign banking organization. In ad- 
dition to its financial condition, these included the record and in- 
tegrity of management, the bank’s standing and role in its home 
country, and the opinion of the home country regulators. Having 
considered these factors the Board concluded that the financial and 
managerial resources of Bd were satisfactory. 

During the Board’s consideration of this case, several issues 
emerged that stemmed from the fact that Bd is indirectly owned 
by the Government of Italy. The four largest banks in Italy are na- 
tionalized institutions. All conduct banking operations in several 
States in the United States. The Italian Government also operates 
a number of nationalized industries and commercial enterprises, 
many of which have subsidiaries in the United States. 

The specific question that arose in these circumstances was how 
foreign governments or governmental entities should be treated 
under the Bank Holding Company Act. Should they be subject to 
the same provisions as a private company, or is a different treat- 
ment warranted? 

The principle of national treatment is the basic Government 
policy toward foreign banks and is embodied in the International 
Banking Act of 1978. The essence of that principle is that foreign 
banking organizations and their owners be treated the same as 
their domestic counterparts. The Bank Holding Company Act 
which governs the activities of domestic banking organizations has 
among its purposes the prevention of conflicts of interest and 
undue concentration of resources. These objectives are intended to 
help insure that banks of the United States serve as effective and 
impartial credit intermediaries. 

To this end the act provides that a private company cannot own 
a U.S. bank and also own companies in the United States that 
engage in industrial and commercial activities. Also a private com- 
pany cannot, as a general rule, own and operate banks in more 
than one State. These rules apply to all private companies, domes- 
tic or foreign, although for foreign private companies exceptions 
are allowed for indirect interests in the U.S. operations of foreign 
commercial and industrial companies. 
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Application of these rules to a foreign government would mean 
that it could not indirectly own banks in more than one State. Sim- 
ilarly, the foreign government that indirectly owned a bank in the 
United States would have -to conform its nonbanking activities in 
the United States to those permissible to a privately owned foreign 
banking organization. 

Failure to apply these rules to foreign govemmenbowned banks, 
it can be argued, would give those organizations advantages over 
their privately owned counterparts and thus would be inconsistent 
with the principle of national treatment. 

Distinctions can be drawn between private and government own- 
ership and they may form a basis for differences in treatment. Hie 
Bank Holding Company Act presumes that all banks and nonbank 
companies under common ownership and control are operated as 
an integrated whole. That presumption stems from the act’s objec- 
tives of avoiding conflicts of interest and undue concentration of re- 
sources when banking and nonbanking activities are combined 
under co mm on control and management. This presumption also re- 
flects experience, especially in the United States, that private com- 
panies do operate in this way. 

Foreign countries that have nationalized banks and other enter- 
prises have done so for a variety of historical and policy reasons. 
Some foreign governments do operate, and in fact have good policy 
reasons for so operating, the nationalized banks and nationalized 
businesses as separate entities. However, conditions vary from 
country to country and may change over time within a country 
with changes in political philosophy or in other circumstances. 
This diversity highlights the difficulty of establishing a policy suit- 
able to all situations that avoids making' arbitrary distinctions 
among countries. 

Little guidance on these questions is provided in the act. It ex- 
pressly exempts from its application organizations owned by the 
Federal Government or State governments. However, it is silent on 
the status of foreign governments. 

The question of applying the act to foreign governments is not 
concerned with the activities they conduct within their own terri- 
tories or outside the United States. It is solely concerned with 
those activities that extend into the United States. Applying the 
act to foreign governments even in the more limited sense has 
broad implications that extend beyond the purely regulatory issues. 
For example, strict application of the limitation on nonhanking ac- 
tivities could preclude foreign government-owned banks from en- 
gaging in hanking activities in the United States. This could raise 
important questions in the fields of U.S. foreign relations and U.S. 
foreign investment and economic policy. 

Prior to the BCI case the Board had approved a number of appli- 
cations to form bank holding companies by foreign banks that were 
government-owned and where the foreign government indirectly 
had commercial and industrial activities in the United States. In 
those cases the Board did not apply the act to the applicant’s gov- 
ernment owners. After careful consideration and pending further 
examination of the issues outlined here, the Board decided to con- 
tinue the previous practice in the BCI case. 
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In approving the application the Board recognized that the act is 
concerned not only with problems of actual conflicts of interest or 
concentration of resources but also with the potential for those 
problems. For this reason the Board in its order highlighted its 
belief that the issues associated with foreign government owner- 
ship should be brought to the attention of the public for further 
discussion and debate. Because of the complexity and far-reaching 
implications of these issues, some of which I have tried to convey, 
the Board stated in its order that they should be resolved in a con- 
gressional framework where all of the relevant considerations 
could be examined and weighed. 

In recognition of the potential conflicts in the BCI case, the 
Board decided that Italian Government-owned banking and non- 
banking organizations were affiliates of LITCO. As a consequence, 
the amount limitations and collateral requirements of section 23A 
of the Federal Reserve Act would apply to extensions of credit by 
LITCO to these affiliates. The Board believes that the application of 
section 23A to this situation would help limit the potential for 
practices conflicting with the purposes of the Bank Holding Compa- 
ny Act. 

Mr. Chairman, I believe I will conclude here. Thank you very 
much. 

Mr. Rosenthal. Thank you, Mr. Wallich. 

[Mr. Wallich’s prepared statement follows:] 


124 



GnuLD Lewis 
coMmeuCR or norno* 


OFFICE OF COMPTROLIEE 

DEPARTMENT OF BANKING AND FINANCE 

STATE OF EEORIIDA 

TALLAHASSEE 

32301 


December 18 v 1985 


Mr. Agha Hasan Abedl 

Director and President 

Bank of Credit & Commerce International 

100 Leadenhall Street 

London 

United Kingdom 
Dear Mr. Abedl: 

I am happy eo have Chls opportunity to share with yon my 
firm conviction chat Florida is the most commercially attractive and 
viable state to locate and expand your bank's US activities. 

The sizeable employment gains and income grovch experienced 
by Florida In 1985 have maintained the state's expansion at a rate 
surpassing Che nation's. Moreover, expected Improvements In Latin 
American economic grovth promise to reinforce Florida's economic growth 
by stimulating the state's international trade and tourism. 

Florida enjoys a differencial cost advantage over many ocher 
states. The costs of office and residential housing rentals, of parking 
and weekly wages are relatively low. The state's commercial banks' 
interest expense as a percentge of interest earning assets has been 
lover chan that of the nation's commercial banks. This may in part be 
attributed to Florida's large and Impressively growing deposit base 
associated with the state's expanding economy and population. 

Between January and June 1985, more applications for national 
bank charters were approved and more charters issued in Florida than in 
California and New York combined. In addition, more de novo branches of 
national banks were opened.* and acquired through merger or conversion in 
Florida than in any ocher state in the U.S. 

Florida's business environment is strengthened by a positive 
governmental attitude towards direct foreign investment in the state. 
Florida has no personal income tax and its corporate Income tax rate is 
lover than that of many states, including California and New York. 
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Mr. Agha Bun Abedl 

Director and President 

Bank of Credit & Commerce Intersecionel 

Page 2 

December 18* 1985 


The differential cost advantage* associated with Florida's 
comparatively lav rental, wages and other costs* Interest expense* large 
deposit base and low tax environment , has contributed to the high 
profitability df the state's insured commercial banks. In the 1980s, 
these banks have outperformed the nation's commercial banks as 
demonstrated by such profitability measures as their adjusted net 
interest margin* return on assets and return on equity. 

So far, I have highlighted the general economic and commercial 
factors for locating your bank in Florida. There are also life style 
factors which may influence your decision to establish a commercial bank 
in Florida over other states in the U.S. In this respect, I want to 
refer to the state's educational, cultural, recreational and climatic, 
factors which together will contribute to the quality of life of your, 
bank's management and staff. 

Florida ranks ninth in the nation in expenditures for public 
elementary and secondary education. There are 28 community colleges 
in the state offering degree programs and a broad selection of 
occupational programs as well. The state is rich in cultural resources. 
It is the home of 19 regional and municipal symphonies and its several 
statewide museums feature major collections. Finally, Florida's year 
round semi-tropical climate, moderate rainfall, abundant sunshine, fresh 
and sea waters* a relatively pollution-free environment - all combine to 
make the state an attractive and appealing p.lace in which to live and do 
business. 


I hope you will read the information included in this package. 
It includes details relating to the location decision in Florida* the 
state's economy, the number of national bank charter applications 
approved and branches of national banks opened or acquired, Florida's 
coimerclal banks' profitability and interstate banking act. Also 
included is ay office’s 1984 Annual Report on Banking in Florida. 

I cannot stress* 1 too strongly my personal feeling that you 
should consider Florida in your future plans. I offer my assistance and 
chat of my staff In answering your questions. Please feel feee to call 
on us if we can assist you in any way. 


Sincerely, 


/ GERALD LEWIS 
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BABCLAYS BANK LIMITED 

mcz- ckajimak 54 LOKBAHD STREET 

LONDON. EC3P 3AH 

22nd April 1981 

Mr. Robert Altman, 

Clifford & Warhke, 

815 Connecticut Avenue, 

WASHINGTON D.C. 20006, 

U.S.A. 


Dear Sir, 

We understand that you* require a bank reference for His 
Excellency Sheikh Kamal Adham. 

We are pleased to advise you that K.E. Sheikh Kamal Adham 
is one of the most prominent citizens in Saudi Arabia. He is highly 
regarded and enjoys a first class reputation in business and financial 
circles. 

Sheikh Kamal has important financial resources at his disposal 
and possesses very substantial investments in Saudi Arabia and abroad, 
in real estate, banking, and in trading and industrial companies. 
There is no doubt that he has the capacity to make substantial financial 
commitments. 


Yours faithfully, 




IN* 


J.F.G. WATHEN 
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DOSUEZ 


8ANQUE DE L1NDOCHINE ET DE SUEZ . 


PMit ecoc * o# 

► f . C£A MM Mt*OJ 


Paris, It 21 avril 1981 


42300 - m/m 


HR Robert ALIHAN, 
CLIFFORD and WARNKE, 

815 Conneetieut Avenue 
WASHINGTON D.C. 20006 
U.S.A 


Dear Sir, 

We are pleased to confine the telex worded as follows 
we sent you today : 

" At the request of his excellency Sheikh KAMAL ADHAH for a 
" Bank reference, we have the pleasure to inf ore you that 
N we have had dealings with hie for last several years. 

N We have found this relationship entirely satisfactory. 

N H.E. Sheikh KAMAL AD HAN Is a citizen of Saudi Arabia of 
" high standing and reputation. He has substantial financial 
N Investeents in real estate, shares and stocks and in trading 
” and Industrial activities, both In and outside Saudi Arabia. 

" He is known to have the capacity to eake substantial financial 
” coeel t eents, and he enjoys the reputation of nesting such 
" coeeit eents. " 

. Yours faithfully. 



Deputy Manager 


P. HAGEN 
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UNITED OVERSEAS BANK 
BANQUE UNIE POUR LES PAYS D’OUTRE-MER 

SM— — mUkt 11. Q— I dm Bttt c um . 1211 Coin 1 


Geneve. April 21st, 1981 

T-SB/fz 

BY SPECIAL DELIVERY 


TiMtfc— • (can si tf «o 
Tibs a«H 

A*. t UT*AFBAfMC 

Cm 0 pMili IQI 




Mr, Robert ALTMAN, 
CLIFFORD & WARNKE, 

815 Connecticut Avenue, 
Washington D.C. 20006 , 

U.S.A. 


Dear Sir, ^ 

We understand that you require a bank reference 
for His Excellency Sheikh Kamal ADHAM. 

We are pleased to advise you that H.E. Sheikh 
Kamal ADHAM is one of the prominent citizens 
of Saudi Arabia. 

He is highly regarded and enjoys high a reputa- 
tion for his business and financial commitments. 

He has very substantial investments in Saudi 
Arabia and abroad, and possesses large financial 
means and has the capacity to make substantial 
financial commitments . 


Yours faithfully. 



Enclosures list of authorized signatures of 
our bank 

- our 1979 annual report, from which 
you will note that we are an 
affiliate of the financial corporation for overseas 
countries, a wholly-owned subsidiary of : Bank of 
America, Banque Bruxelles Lambert, Banque Nationale 
de Paris and Dresdndr Bank AG. 
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AHed Arab Bank Limited 

TW— ow 01-213 till 
Tabs 1013401 Ml 3402 


22ad April, 19S1 


Br. Bobort Altasa 
Clifford A Warako 
•10 Coaaoetleut Awoaoo 
Vaihiiftoa D.C • 20006 

U.8.A. 


Poor dir. 

Wo aadbvataad Ikat poo regal ro o book roforooeo for 
Sis Ixeelleacy 6koikk Eaaal Adkoa oad it gi?oi oo groat 
ploaoaro to adwlae yom tkat we kawo kad doaliaga with 
tkia goatloaaa for aeweral yeara aad kawo foaad tkia 
rolatioaokip to bo oatiroly aatlafactory. 

Bio Ixeelleacy Skoikk Xaaal Adkaa la oao of tho aoat 
proalaoat cltlaeaa of iaadl Arabia aad ko la klgkly 
rogardod la baolaooo aad flaaaelal elreloa. Bo kaa 
awbataatlal flaaaelal roaoarcea at kla dlapoaal 
laoladlag lewee taoata la real eatate, baaklag aad 
tradlag aad ladaotrlal ao tint loo la Baadl Arabia 
aad abroad. 

Bo la kaowa to kawo tko capacity to aako aubataatlal 
flaaaelal ooaaltaoata aad oajoyo tko ropatatloa of 
aootlag oaok ooaaltaoata. 



Ragtaaaod in London No. 4B6604 
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Stephen P. Munn 
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August 24 , 1981 


Robert A. Altaian, Esq. 
Clifford & WarnJet 
815 Connecticut Avenue 
Washington, O.C. 20006 


Oaar Mr. Altaian: 


I an writing this raf aranca 1 attar on bahalf of his Excellency Kasai Adhan 
Z hava known Kanal Adhan sinea 1979 as ha is a businass part nar with 
Carriar International Corporation. i 


In avary raspact Z hava found Kanal Adhan to bt a man of intagrity with 
axeallant moral and parsonal values. «. He has baan instrumantal in building 
our businass, and I hava found Kanal Adhan to ba an undars tanding , 
encouraging and plaasurabla gentleman. 


without reservations , Z highly recesmend his Excellency Kamal Adhan as an 
investor or businass partner. 



SPM/wec 
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25/81 GO/SL 


Mr R . ALTMAN 
Clifford and Warnke 
815 Connecticut Avenue 
WASHINGTON D.C. 20006 
(USA). 


25th August 1981 


Dear Mr Altman, 


i 


We have had, for several years, a very satisfactory and 
mutually beneficial business relationship with His 
Excellency Sheikh Kamal Adham who is our Consultant in 
Saudi Arabia. 

His Excellency Sheikh Kamal Adham is a leading busmessm; 
of Saudi Arabia. He enjoys an excellent reputation in 
business and financial circles of the world and is a man 
of unimpeachabe integrity and character. 

His Excellency's financial resources are considered to 
be extremely large. 


Yours sincerely 



Guy OGEE 

Deputy Manager for the Middle East 
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oeveiM-UK IN I bHNATIONAL, INC. 

ttftMMI AVSMUl 

m.oitiaaMMi 


CAM AQ9MSS 


tiui neimm 


Mr R Altman 
Clifford ft Warnke 
815 Connacticut Avanua 
Washington D.C. 20006 

U.S.A. 26th August, 1981 


Oaar Sir, 

This latter serves to highly recommend His Excellency 
Sheikh Kamal Adham as an outstanding businessman with 
an excellent reputation for ability and integrity. 

Our Company's long association with His Excellency as 
our Franchisee in the Kingdom of Saudi Arabia and Egypt, i 

has been a pleasure for all those who had the opportunity 
to have direct business contacts with him, because of his 
high spirit of cooperation*. 

He has always displayed in addition to good business 
judgement, a thorough under standing of world affairs, 
specially the Middle East. 



Seven-Up S-A. 
Europe/Mindle East/Africa 
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Konzernieitung 


■•'"Mr f r- ■ ■; *4* 


Mis Ter Altman 

differs and Karnke 
Connecticut Avenue 8 IS 

' .’ashir.gton D.C. 2 0 . 0 06 


USA 


Ebikon, September 3rd* 1981. 


I 


Deer Mr. Altaian* 

“or more than 25 years we now co-operate in 
a most agreeable way with H.E. Sheikh Kasai Adhan who is our 
business-partner in S-udi Arabia. \> h av» beer, honoured to 
work with him. He is very well established ir. Saudi Arabia* 
enjoying an impeccable reputation as a business -leader ir. 
this country. 

Our relationship has sc far been a very 
successful one. K.Z. Sheikh Kamel Adhan has always adhered 
to all his obligations to our company. His financial resourc 
to our knowledge, are very large. 


Yours sincerely, 
SCHINDLER MANAGEMENT LTD. 


■ • / 

Ve>"- 

J«an Bonnard 


" 11 - 

Dr. U. Sigg 


I'VXii 


"• >t SsAtiRtf Lwz»rti 


■» «■ ttsa 
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A r.Aff LI BANE KUWAIT. April 16th, 1981 

OF 

KUWAIT 

K.8.C. 


TO WBOM IT MAI 'B MBB 

. #* 

* - **; 

This is to certify that Mr* Faisal Sand 41 Fulaij, son of Mr. Saud 

41 Fulaij is vary vail known to us* Ha is ona of tha most important 
parsonalitias in Kuwait and comas from a highly raspactad and wealthy -- 
family* His business dealings with us have bean extremely satisfactory. 1 

Ha is reported to have large investments both in Kuwait and abroad 
and possesses large means* In our opinion he is quite capable of ’ - 
engaging himself in any business venture or investments both in Kuwait 
and abroad. 

a 

Abdul Kite AlS**ai 
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To Whom It Moy Concern 


This is to certify that Mr. Faisal Saud Al-Fulaij was 
the C hairman of Kuwait Airways Corporation from |965 to 
1977 when he resigned of his own free will apparently to 
look after his various business interests and investments both 
locally and abroad. 

Mr. Faisal Saud Al-Fulaij is a highly respected person 
and belongs to one of the few most prominent families of 
Kuwait . 



Ahmed Al-Mishari 

CHAIRMAN /MANAGING DIRECTOR 


Kuwait, 

19th. October. 1981 
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LIMIT 


She aadsroisned, fhaaia A1 Hairul, sctlaf « Mull of 1.1. tsnn 
SAXXD BXB SBLUB AL TttMUM ( thl ■Shareholder") format to • duly 
aintd peter of attorney authorising such action, hereby authorise 
J. Kirk Wait t of Weahlastaa , >.6. ,V,U., to mot as ptm at 
UN Jaoaal Sonotal Iftttlm of tho Shareholders of Orodlt 
Cooaeree iaorieaB Soldlase I.V. ("SCAB"), and at aay edjouranent 
foller-up nesting tharoof, and at toy other aeetlaf of aharsheldaro 
of CCAI the atouda of thick includes tho eaendoeat of aay proriaien 
of tho Ar tided of Xaeorporatioa of SCAB, with power to axereise, la 
hit ahaeluto discretion, the Shareholder's votiat rithta with respect 
to tho 13,994 shares stood ly tho Shareholder. This prosy shall ho 
rerocable ty written notice to say of the Maaafins Birsetoro of CUB 
and Shall expire on March 1, 1991. 

Siren and executed la Abu ttubi, United Arab Bclratee, as of 
thio Sd* a«y of Deeaaber, 1990* 



n hi mil 


Attorney In loot 

for 1.1. Shellh fayed bin Sultan Al-Bahyan 


a If 
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llw wndereigned, Chanla il-Munli acting as behalf of ■»■• tXHIKH 
KHALIFA SZB unil All XAHZAH (the •ghareholder") purnut to • duly 
executed power of attonay authorising eoeh action, hereby authorise 
J. Kirk Wade , of Washington , B.C ,0.1. A., to act as proxy at tha 
1990 Annual general Meeting of tha fharaholdara of Credit and 
Coonarce Aaarlean Holdings I.T. ("CCAK"), and at any adjoumaent or 
follow-up aeoting thereof, and at any other seating of aharaholdars 
of 6CA8 tha agc&da of thick ineltdoa the anandnont of any provision 
of the Articles of Zneorporttion of CCAB, with power to asereioo, in 
hit abaoltte dlaeration, tha IharOholdar'a toting righto with roapoet 
to the 11,741 flharoa owned hy the . fhareboldar. Ala proxy ohall ho 
revocable by written notice to any of tha Managing Sireetoro of CCAX 
and Ohall expire on. March 1, 1991. 

Oivan and executed in Abu Dhabi, united Arab Iniratoe, ea of 
thie ZiP d ay of Pecenber, 1990. 




A L 


Chanln Al-Masrul 


Attorney in root 

for 1.1. Ihelkh Khalifa bin fayed Al-Bahyan 
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****** W*e 


lb. 




i*A 


whs undersigned, Mohamad utctuth, the Managing Director of tna 
ABU dhabi xxvtSTMXHT autooaxty, (tha -shareholder") , pursuant to 
authority granted to at for euoh notion, haraby author las 
Mr. a. Xirk Nada of Washington, D.C., U.B.A., to see as proxy at 
tha isso Annual, oanaral Moating of tha Bharahoidors of crodit a 
Conaerea Anarioan Weldings w.V. <"CCAH") , and at any adjournaent 
or follow-up oaating tharaof, and at any other Boating of 
eharehoidars of CCAH tha agenda ' of which lnoludas tha aaandnant 
of any provision of tha Articles of Incorporation of CCAH, with 
power to axareioa, in hia absolute discretion, the Shareholder's 
voting rights with respect to the 10,141 shares owned by ths 
shareholder. This proxy shall be revocable by written notice to 
any of tha Managing Directors of CCAH and shall expire on Marsh i 
lffi. 

Given and executed in AM Dhabi, United Arab xairataa as of this 
27 day of DaoSBbor, 1290. ' . 


Mohamad Habra 
Managing Director 
Dhabi Xnveataent Authority 
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PROXY 

The undersigned. H.E. Sheikh Kamel 1. Adham hereby authorizes 
Etrusco International. N.V. and/or Equilan N.V. . of Curacao, Netherlands 
Antilles , to act as proxy at the Annual General Meeting of Shareholders 
of Credit and Commerce American Holdings. N.V. (CCAH) to be held in 
Curacao on or about December 21,1990 . and/or any follow-up meeting 
with the same agenda, with power to exercise, as directed herein, the 
undersigned’s voting rights with respect to the 36.493 Shares owned by 
the undersigned and to vote such shares only in favor of the following 
motions to be made at that meeting and for no other purpose: 

1 - To confirm and adopt the financial statements of CCAH for the 
year' 1989 and discharge the Board of Managing Directors for their 
administration during that year. 

2 - To approve and ratify resolutions regarding the non-distribution of 
profits and retention of earnings for 1989 . 

3 - To elect the following Managing Directors of CCAH. to serve the 
Company until the next annual general meeting of shareholders: 

- Clark M. Clifford ( Chairman) 

- Robert A. Altman ( Secretary) 

- Jack I. Beddow 

- A. Vincent Scoffone 

- Etrusco International N.V. 

w 
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ADHAM CORPORATION 


4- To authorize the creation ( and subsequent issuance) of nine 
percent (9%) cumulative preferred shares and such other changes as 
indicated by amending the provisions of the Articles of Incorporation of 
CCAH as per the attached underlined form of said Articles.In case the 
required three-fourths quorum is not represented at the meeting, it is 
understood that the managing directors intend to convene a second 
shareholders’ meeting within seven(7) days and submit these 
amendments to a vote in conformity with Article 18.2 . which allows valid 
resolutions to be passed at such a follow-up meeting by a majority of 
three-fourths' of the votes cast , regardless of the capital represented at 
such meeting. 

5 - To authorize Equilan N.V. to implement the aforesaid amendments 
to the Articles of Incorporation, with authority to draw up a draft deed 
of amendment, apply for the required approval Of the Department of 
Justice of the Netherlands Antilles, amend the draft as may be necessary 
and execute the deed before a civil notary, and furthermore to perform 
anything required or appropriate to the foregoing. 

6 - To appoint a person as contemplated by Article 9, paragraph 6, of 
the Articles of Incorporation. 

Given and executed in , as of the 

20t ft day of December, 1990 



ADHAM CORPORATION 


Attachment 
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The undersigned, Faieal 6«ud el rulalj 

hereby authorizes Btrusoo International, M.V. and/or Bquilan 
S.V. , of Curacao, Motherlands Antilles, to aet as proxy at the 
Annual general Meeting of shareholders of Credit and Commerce 
American Moldings, M.V* (CCAK) to be held in Curacao on or 
about December 21 , 1990 , and/or any follow-up nesting with the 
sane agenda, with power to exercise, as directed herein, the 
undersigned's voting rights with respect to the 26.439 
shares owned by the undersigned and to vote such shares only 
in favor of the following notions to be nade at that netting 
end for no other purpose: 

1. To confirm and adopt the financial statements of 
CCAH for the year 1999 and discharge the hoard of 
Managing Directors for their administration during 
that year. 

2. To approve and ratify resolutions regarding the 
non-distribution of profits and retention of 
earnings for 1SS9. 

l* To elect the following Managing Directors of CCAH, 
to serve the Company until the next annual general 
meeting of shareholders t 

- Clark M. Clifford (Chairman) 

- Robert A. Altman (Secretary) 

- Jack «. Beddov 

- a. Vincent teoffone 

- Btrusoo International M.V. 

4. TO authorise the creation (and subsequent issuance) 
of nine percent (9t) cumulative preferred shares and 
such other changes as indicated by amending the 
provisions of the Articles of Incorporation of CCAH 
as per the attached underlined form of said Articles. 



In ceee the required three-fourths quorum is net 
represented et the meeting, it is understood thet 
the managing directors intend to convene • second 
shareholders * nesting within seven (7) days and 
submit these amendments to a vote in conformity with 
Article is. 2 , which allows valid resolutions to be 
passed et such a follow-up nesting by a majority of 
three-fourths of the votes east, regardless of the 
capital represented at such seating. 

5. To authorise Iquilan H.V. to isplenent the aforesaid 
amendments to the Articles of Incorporation, with 
authority to draw up a draft deed of amendment, 
apply for the required approval of the Department of 
Justice of the Hetherlands Antilles, amend the draft 
as nay ba necessary and execute the deed before a 
civil notary, and furthermore to perform anything 
required or appropriate to the foregoing. 

6. To appoint a person as contemplated by Article S, 
paragraph 6, of the Articles of Incorporation . 


Given and executed in . as of the 20t — 

day of December, 1990. 


FaliiX S5BS ITTuISlj 
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fho undersigned, ttoihri^ Bolding Company, «-A. # 

hereby authorises Btruseo International, K.V. and/or Xgoilaa 

I.T.f of Curacao, Motherlands Antilles, to aet aa proxy at tha 

Annual General Hooting of Shareholders of Crodlt and coaaeree 

Aaarican Holdings, K.V. (eats) to bo bold in Curacao on or 

about Docoabor 21, uio, and/or any followup mooting with tha 

oaata agenda, with povar to axareioo, aa dlraetad harain, tha 

27 906 

oadaralgnad'a voting righto with roopaet to tha * 

tbaras ownad by tha nndarslgnad and to vota ouch shares only 
in favor of tha following notions to bo nada at that Boating 
and for no othar purpose: 

1. Vo confirm and adopt tha financial stataaants of 
CChH for tha yaar 1989 and discharga tha Board of 
Managing Directors for their adniniatratlon during 
that yaar. 

2. To approve and ratify resolutions regarding tha 
non-distribution of profits and retention of 
earnings for 1989. 

2. To elect tha following Managing Directors of CCAH, 
to serve tha Coapany until tha next annual general 
naeting of shareholders: 

• dark M. Clifford (Chairaan) 

- Robert A. Altaan (Secretary) 

- Jack It* Daddow 

- a. Vincent Seoffone 

- ztruseo International K.V. 

4 . To authorise tha creation (end subsequent issuance) 
of nine percent (9%) eunulatlve preferred shares and 
such othar changes as indicated by attending tha 
provisions of tha Articles of Incorporation of CCAH 
as par tha attached underlined fora of said Articles 
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In «•■• thf Itffulxtd UUrnu-I«ltfU»n monw In not* 
ramatntji mL u.. — i.)«y, It. i* *“* 

tha aiMflng dlneten intind to oonvan* * owomd 
•haraholfl^r*' Mitins vlthin uv«n (?) days and 

eAS^i SlNsss sSjT*4,^”{%r 

capital represented at »ubh seating • 

V* nthtfiu Squllou H.T. tv layiwHNib thu •formaid 
nmandnanta to tho Artielaa of Xnoorp&smtion, with 
'author It* • •• dr«» up • draft daod of utmamc, 

apply fav the r4fuU'4J ^au?«l wi Ui* frpywUfiil d 
auitjo, vf Uia Me U ikx lands AnUlla*, anand vna ararr 
aa say be ne&e»»ary and execute the dead ©axora a 
civil notary, and furtharnora to parfoxa anything 
raaulrad or appropriata to tiv» foragaing. 

To appoint a tartan aa eentaaplatad hy artiti* a, 

pnragvapn 0, *»f Ut« Arllol«» of Incorporation. 


divan and avaautod in . 
day of bmnOw. 1 ** 0 . 


as of tha 


Attaehaant 


nachrlq aoldiny oenpany, o.A. 
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55»e undersigned, Clark M. Clifford , 

hereby authorises Htrusco International, ir.v. and/or Equilan 
I*V. , of Curacao, Mot herla nds Antilles, to act as proxy at ths 
Annaal Ganaral Meeting of Shareholders of Credit and Commerce 
American Holding*, M.V. (CCAH) to be held in Coraeao on or 
about Oaoaabar 21^ 19*0, and/or any follow-up seating vlth the 
saaa agenda, with power to exercise, as directed her e i n, the 
undersigned'* Voting rights with respect to the ?' 3 * 4 5 
shares owned by the undersigned end to vote snob shares only 
in favor of the following notions to be nade at that seating 
and for no other purpose: 

1. To confirm and adopt the financial statements of 
CCAH for the year 1989 and discharge the Board of 
Managing Directors for their administration during 
that year. 

2. To approve end ratify resolutions regarding the 
non-distribution of profits and retention of 
earnings for 1989. 

3. To elect the following Managing Directors of CCAH, 
to serve the Company until the next annaal general ' 
seating of ahareholders: 

- Clark M. Clifford (c h a irm an) 

- itobert A. Altsan (Secretary) 

- Jack W. Beddov 

- a. Vincent Scoffone 

- Struseo Int e rnat ional K.V. 

4. To authorize the ereetion (and subsequent issuance) 
of nine percent (9t) cumulative preferred Shares and 
such ether changes as indicated fay emending the 
provisions of the Articles of Incorporation of CCAH 

. as per the attached underlined form of said Articles. 


152 


• 2 - 


In cas* the required three-fourths quorum is not 
represented at tha meeting, it is understood that - 
th* managing directors in t e n d to convene a second 
shareholders' nesting within seven (7) days and 
submit these anendnents to a vote in conformity with 
Article 18.2, which allows valid resolutions to be 
passed at such a follow-up nesting by a majority of 
three-fourths of the votes cast, regardless of the 
capital represented at such meeting. 

5. To authorise Zquilan 1.7. to iapleaant the aforesaid 
amendments to the Articles of Incorporation , with 
authority to draw up a draft deed of amendment, 
apply for the required approval of the Department of 
Justice of the Motherlands Antilles, emend the draft 
as may be neoessaxy and execute the deed before a 
civil notary, and furthermore to perform anything 
required or appropriate to the foregoing. 

6. To appoint e parson as contenplated by Article 9, 
paragraph C, of the Articles of Incorporation. 

given and executed In ar iT> *5 i as. of the 

day of DeeeSber, 1990. • ** 
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Tbm mam lgmd, »ob«rt A. Altaian 


hereby authorises Btruseo International, K.V. and/or Equllen 

of Cnreoeo, motherlands Antilles, to set as proxy st the 
Annual general Meeting of Shareholders of Credit and cc— a roe 
American Holdings, Jr.V. (COB) to be held in Curacao on or 
about 21 ( 1990, and/or any follow-op Meting vith the 

sane agenda, with power to exercise, as directed herein, the 

undersigned's voting rights vith respect to the 1,197 

•hares owned by the undersigned and to vote such shares only 
in favor of the following notions to be made at that nesting 
and for no other porposet 

1. So eenfira and adopt the f inan c ial statenents of 
CClH tor the year 1989 and discharge the hoard of 
Managing birectors for their adni ni stratlon daring 
that year. 

2. SO approve and ratify resolutions regarding the 
non-distribution of prof its snA retention of 
earnings for 1989. 

2. SO elect the following Managing Directors of CClH, 
to serve the Cospany until the next annual general 
Mating of shareholders: 

• dark X. Clifford (Chairxan) 

- hobart A. Altnan (Secretary) 

• - Jade V. Ba d d ow 

- A. Vincent Scoff one 

— Stroeco mtemational X.V. 

% 

4. So authorise the creation (and subsequent issuance) 
of nine percent (9%) cumulative preferred Shares and 
such ether changes es indicated by amending the 
previsions of the Articles of Incorporation of CCAH 
es per the attached underlined fern of said Articles. 
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In case the required three-fourth* quorum is net 
represented et the seating, it is understood that 
the sanaging directors intend to convene s second 
shareholders' nesting within seven (7) days end 
submit these amendments to a vote in conformity with 
Article 18.2, which allows valid resolutions to be 
passed at such a follow-up seating by a sajority of 
three-fourths of the votes east, rsgitrdlass of tha 
capital represantad at such seating. 


8. To authorize Kqoilan V.V. to implement tha aforasald 

asendsants to tha Artielas of Incorporation, with 
authority to draw vp a draft deed of esendsent, 
apply for tha required approval of the Department of 
JUstioe of the Ketherlands Antilles, amend the draft 
as- say be necessary and execute tha daad before a 
civil notary, and furthermore to parfors. anything 
required or appropriate to the foregoing. 

8. To appoint a parson as contemplated by Article 9, 
paragraph 6, of tba Artielas et incorporation. 


Given and executed in UkLAL. 
day of Deceaber, 1990. 


as of too 




(3d [0 ftifcn 

Robert A. Altman 
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PROXY 


Abdul Raouf Khalil 


-, hereby author- 


The undersigned — 
lies J. Berkvens and/or A. Grul, Attorneys at Law in Curacao, 
Netherlands Antilles, to act as hls/its proxy at the Annual General 
Meeting of shareholders of Credit and Commerce American Holdings, 
N.V. ("CCAH") to be held in Caracao on or about July 16, 1984 
with power to exercise, as directed herein, the undersigned's 
voting rights with respect to 13,250 CCAH shares owned by. the 
undersigned and to vote such shares only in favour of the following 
motions to be made at that meting and for no other purpose : 


1. To confirm and adopt the financial statements of 

CCAH for the years from incorporation through 
1983 and discharge the Board of Managing Directors 
for their administration during that period. 


2. To eliminate the provisions for a board of super- 

visory directors by amending the Articles of In- 
corporation of CCAH in the following respects : 

(a) To delete paragraph 2 of Article 4 
and replace It by (translated) : 

"3. The shares shall be Issued by the board 

/ 

of managing directors'*. 

(b) To delete paragraphs 1, 2 and 6 of 
Article 2 * n <* replace them by (translated) : 

"1. The corporation shall be managed by 
a board of managing directors consisting 
of one or more managing directors. Legal 
entitles may also be appointed managing 
directors" . 
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<b) 


"2. The managing directors shall be 
appointed by the general meeting of share- 
holders and may at any time be suspended 
or removed from office by the meeting". 

"6. When one or more managing directors 
are absent or otherwise precluded from 
acting, the remaining managing director(s) 
shall be responsible for the entire manage- 
ment of the corporation; when all the 
managing directors are absent or otherwise 
precluded from acting, the corporation 
shall be managed temporarily by a person 
appointed for that purpose by general 
meeting of .shareholders. The person so ap- 
pointed shall call a general meeting of share- 
holders as soon as possible in order to provide 
for a definitive management. 

As long as this has not been accomplished, 
the acts of management of the person so 
appointed shall be limited to those which 
cannot be postponed". 

(c) To delete Article 10 in its entirety. 

(d) To delete paragraphs 1, and 7 of 
Article 12 and replace it by (translated) : 

"1. Each of the managing directors and any 
number of shareholders representing jointly 
not less than ten per cent of the subscribed 
capital have equal authority to call a general 
meeting of shareholders". 



"7. Shareholders nay be represented at the 
nee tings by a proxy appointed in writing, 
telegraphically or by telex. Managing 
directors and, in general, persons in the 
employment of the corporation nay not act 
as proxies of shareholders at the meetings”. 

(e) To delete paragraphs ,1 and £ of 

Article 16 and replace it by (translated) : 

”1. Within eight months after the close 
of the fiscal year, the board of managing 
directors shall submit to the general meet- 
ing of shareholders the balance sheet and 
the profit and loss account for the past 
fiscal year, along with the explanatory 
statement referred to in Article 11. 

The balance sheet, profit and loss account 
and explanatory statement shall be signed 
by all the managing directors. If the sig- 
nature on one of them is lacking, the reason 
shall be stated on the documents”. 

”3. The annual general meeting of share- 
holders has the power to confirm the balance 
sheet and the profit and loss account 
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Confirmation of the balance sheet and the 
profit and loss account shall discharge 
the board of nanaging directors from all 
liability with regard to their management 
for the past f iscal year , in so far as 
their administration is evidenced by the 
documents submitted and provided the meet- 
ing does not decide otherwise when the 
balance sheet and profit and loss account 
are to be confirmed and adopted**. 

3. To authorize J. Berkvens and/or A. Crul, Attorneys at Law 

of Curacao , Netherlands Antilles, to implement the afore- 
said amendments to the Articles of Incorporation, with 
authority to draw up a draft deed of amendment, apply 
for the required approval of the Department of Justice 
of the Netherlands Antilles, amend the draft as may be 
necessary and execute the deed before a civil notary, 
and, furthermore, to perform anything required or appro- 
priate to the aforegoing. 
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June 9, 1989 


QfFSRiyg MEMORANDUM 

Credit and Commerce American Holdings, N.V. (CCAH) is a 
Netherlands Antilles holding company whose principal operation 
is First American Banicshares, a major U.S. bank holding 
company. During 1988, First American Banicshares ' total assets 
exceeded $10 billion, which represents an approximate fivefold 
increase in assets since CCAH's acquisition of the Company in 
1982. During this seven-year period earnings have reached 
record levels each year. Our shareholders' ownership of CCAH 
stock is thus believed to have continued to appreciate sub- 
stantially in value. 

A tvo-stage right shares offering in the amount of $100 
million is being presented during 1989 to raise additional 
capital to support the Company's expansion and to provide the 
capital base required by U.S. bank regulatory requirements. 
The first offer for $50 million is open until June 30, 1989. 
The second offer for.. $50 million is to take place during the 
second half of* 1989. We believe these offerings represent a 
unique investment opportunity to continue to participate in 
the future growth of this successful company and to enjoy the 
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anticipated continuing capital appreciation of shara ownership 
in CCAH. * Upon completion of this capital infusion, we do not 
contemplate, for reasons set forth below, the need for 
substantial rights offerings again for a number of years, and 
therefore the 1989 offerings constitute an important oppor- 
tunity to purchase additional shares at 1988 year-end booh 
value. 

First America n Bankshares — Updated Profile 

first American Bankshares is a multi-state bank holding 
company operating eight commercial banks in New York, Maryland, 
Virginia, Georgia, Florida, Tennessee, and Washington, D.c. 
Ranked by assets, it remains the largest bank holding company 
headquartered in Washington, D.C. The First American system 
now includes over 5,700 employees, 280 branch offices, and 219 
automated teller machines (ATMs) , with access to more than 
20,000 more ATMs nationwide. Accompanying this Offering 
Memorandum is the First American Annual Report for 1988 
providing audited financial and other details regarding the 

Company. 

. first American is the only banking corporation with 
full service banking facilities in all of the following key 
markets: the Nation's money center of New York and its capital 

city, Washington, D.C.; the entire metropolitan area of 
Washington, D.C., including adjoining markets in Virginia and 
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Maryland; the Southeast region, including the Atlanta and 
Florida Markets; and four of the Eastern Seaboard's largest 
port cities — New York, Norfolk, Baltimore, and Miami. It is 
a franchise that would be virtually impossible to duplicate 
today by a new banking organization. 

First American achieved record levels in assets and 
earnings in 1988, extending a positive growth trend first 
established seven years ago when new management assumed 
control* Total assets increased to $10.6 billion in 1988 
and net income (after taxes and reserves) rose 59.2% to $80 
million. Net income growth has thus been accelerating, the 
year 1988 representing an approximate doubling of net income- 
since 1986* As explained below, the growth in net income is 
expected to continue* 

The Company's financial achievements have been derived 
from strong growth together with gains from a program of 
consolidating the operations of First American's affiliates. 
The results have, in our view, produced a handsome increase in 
stock value for CCAH shareholders, sound prospects for growth 
in 1989 and beyond, and the anticipated increase in income to 
help support further expansion. 

Our financial results have been achieved through 
aggressive but prudent management. First American's earnings 
have been continuously reinvested in order to strengthen the 
member banks and permit them to exploit market opportunities 
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for long-term financial benefit. For example, after its 
initial start-up period, the First American Bank in New York 
registered a breakthrough year of profitability in 1988 and 
evidences prospects for future growth. The First American 
Banks serving Maryland, Virginia; and the greater Washington, 
D.C. metropolitan area have cut operating expenses through 
consolidated operations and now are headquartered in a new $30 
million building complex near the Nation's capital. A consoli- 
dated marketing thrust by these banks has produced sharply 
increased earnings. 

The acquisition of the 'National Bank of Georgia consum- 
mated in mid-1987 proved to be a sound investment. After 
experiencing years of deteriorating performance and declining 
earnings including losses of over $8 million in 1987 when it 
was owned independently , the bank renamed First American Bank 
of Georgia, N. A. recorded its best year ever in 1988 with net 
earnings of over $17.5 million. A strong management team has 
reinvigorated the Georgia banking operations, and with its 
presence in Florida offers First American the opportunity to 
expand its reach in that growing state as well. Entry into 
the vibrant markets of Georgia and Florida was well-conceived 
and positions us for further expansion in the Southeast 
region, a core element of First American's strategic plan for 
the 1990 's. 

Committed to becoming one of the leading banks in the 
United States, First American is dedicating resources to 
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developing expanded aanagement sicills at all levels to guide 
» 

the institution into the next decade- In 1988, the Company 
established the First American Management Institute in 
cooperation with the prestigious Wharton School of Business at 
the University cf Pennsylvania in Philadelphia. This program 
to send mid-level and senior officers to Wharton for sophis- 
ticated course work will provide our managers with the 
additional knowledge and skills they will need to assure our 
continuing financial progress. In addition, an internal 
management program called "First Advantage" is recruiting 
highly qualified students from top colleges and universities 
to serve as junior officers and offering them training in the 
complexities of today's commercial banking and financial 
services industry- This commitment to infrastructure — both 
human and technical — is essential to growth and expansion in 
the future. 

Further, we established a centralized data processing 
subsidiary. First American Data Services (FADS), which now 
operates a facility containing state-of-the-art data processing 
equipment. This department can support in one center the data 
processing needs of the entire banking group. And, given the 
key role data processing now plays in banking operations, FADS 
is expected to provide important operating advantages while 
controlling costs in the future. 

First American also sought to move into new areas in 
1988 when important financial opportunities were identified. 
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We established First Advantage Mortgage Corporation to 
originate, and service residential mortgage loans for all our 
member banks. We are located in strong housing markets and 
can thus produce valuable loans and fees through this opera- 
tion. Offices will be in or adjacent to existing First 
American branches, and 24 such facilities are expected to be 
operational by mid-1989. Also in 1988, First American 
established a. Customer Investment Department to offer a range 
of brokerage services and investment advice to customers in 
the Washington metropolitan area. 

Despite dramatic balance sheet growth over the past 
seven years. First American has maintained exceptionally high 
asset quality. In the loan portfolio, it enjoyed in 1988 an 
outstanding charge-off rate of only .39 percent of total 
loans, while we cannot expect this unusually favorable result 
to continue at this level, our «• experience to date compares 
extremely favorably with our competitors where we find a 
recent U.S. banking peer group average of .93 percent. Indeed, 
among the major bank holding companies in First American's 
region the Federal Reserve Board found in an internal study 
that First American ranked first in this important measure of 
asset quality. First American's loan portfolio benefits from 
a lack of sovereign debt or political debt which has been 
problematic for many other banks. 

This past year First American established a Credit 
Administration Division for the express purpose of developing 
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standard lending policies for all First American Banks, 
ensuring rthat the institution will maintain the excellent 
quality of its loan portfolio as it grows. 

The trend toward increased shareholder value is 
detailed in the accompanying First American Annual Report for 
1988. The Company's net worth position is presented according 
to generally accepted accounting principles (GAAP) used in the 
U.S. It is noted, however, that assets and liabilities must 
be recorded under GAAP on an historical cost basis rather than 
current market values. 




First American's strategic plan remains forward-looking: 

* to continue to achieve a substantial expansion 
of our balance sheet each year; 

* to consider attractive acquisition candidates 
in markets that show unusual potential; 

* to increase the efficiency of our banks and 
achieve cost efficiencies; and 

to continue to produce significant appreciation 
in the value of CCAH shares for our investors. 
Consistent with its fundamental corporate mission to become 
one of the major financial institutions in the United States, 
First American in 1989 intends to expand in two significant 


respects. 



186 


- 3 - 

First, preliminary budget projections based on 
internally generated growth call for net income (after taxes 
and reserves) of approximately $90-95 million in 1989. Each 
member bank in the First American system is contributing to 
net income and cost saving measures are leading to greater 
profitability. 

Second ; senior management will. pursue new financial 
markets and opportunities .> including additional bank acquisi- 
tions. Acquisition candidates may include financially 
troubled savings and loan institutions in markets in, or 
contiguous to, markets presently served by the First American 
network. Given the serious financial problems of these 
savings banks, unique opportunities may exist to expand our 
markets with assistance from the Federal Government which may 
assume the financial risk of loss in return for our supplying 
management expertise to the acquired company. First American 
is currently reviewing potential targets that could present 
unique opportunities to enter attractive markets with 
financial protection from the Federal Government. 

First American is also considering expansion of its 
banking presence in Florida, the fourth largest state in 
population in the United States. Currently, as a result of 
our acquisition of the First American Bank of Georgia, N.A. 
and its affiliates. First American has a toehold presence in 
Pensacola, Florida and Miami, Florida. Florida represents a 
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dynamic arena for commercial tanking and financial services, 
and comp laments the expansion southward by the Company, a 
number of promising candidates are under consideration. 

1989 Right Shares 

To support the expansion of our asset base f new capital 
is required. Reflecting today's public concern over the 
sufficiency of capital among large U.S. banks, bank regulatory 
authorities during 1988 tightened capital adequacy require- 
ments. The Federal Reserve Board has also announced that as 
part of its capital adequacy requirements, it is moving toward 
a more risk-based approach which imposes higher capital levels 
on those banks engaged in financial transactions with greater 
risk of loss. For First American, this regulatory shift 
should be favorable because of our conservative, risk aversion 
approach. Thus, meeting the capital/asset requirements in the 
future may not require the levels of capital infusion that 
have been required in the past. First American's accelerated 
earnings should further contribute to capital adequacy and 
lessen the need to seek additional equity from our shareholders 
to sustain growth in 1990 and beyond. The two-stage right 
share offering during 1989 may thus represent a unique oppor- 
tunity to purchase equity in the Company in this manner in the 
near term. 

Accordingly, to provide the capital for the continued 
growth and development of this company in 1989, CGAH as the 
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parent holding company of First American Bankshares seeks to 
raise $100 million with $50 million to be raised by Jane 30 f 
and the balance of $50 million during the second half of 1989. 
The new equity capital will be directed toward supporting 
First American's expansion program of new acquisitions and 
internal growth. 

Through conservative management, prudent investment 
strategies, and shareholder support. First American is 
advancing steadily toward meeting its corporate mission of 
becoming a leader among the major financial institutionS^ixT^ 
the United States. As such, £t provides our shareholders with 
the unique opportunity to benefit from the further anticipated 
capital appreciation of their investment. 


THE MANAGING DIRECTORS 
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Bank of Credit and Commerce International 

' SOCIETE ANONYME LICENSED DEPOSIT TAKER 

1 00 LEAOENMALL STREET L0N00N EC3A 3A0 

23rd August, 1983 


Mr. Robert A. Altman, 
Messrs Clifford L Warnke, 
815 Connecticut Avenue, 
Washington DC 20006, 
USA. 


Dear Mr. Altman, 


I acknowledge, with thanks, your letter of 18 August, 1983. 

We have conveyed the information contained in your letter to 
the investors who are very pleased indeed on the ruling of 

the Federal Reserve Board regarding the application of CCAH 
and its subsidiaries to acquire Valley Fidelity Bank Tennessee. 

They look forward for the satisfactory completion of the 

acquisition. 

With warm regards. 


Yours sincerely. 




TELEX 0813651 CABLES. BANCRECOM 

4 U *m*wrr«BCa H »U**,t l >,mm*m, rt jSA 



PHONES 01*283 8566 
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CLIFFORD AMD ALTMAN STOCK TRANSACTION 


Clark M. Clifford 


Gross Amount Received $21 , 760 , 000. 00 

Less: 

Costs and expenses paid 
Repaid Note of July 25, 1986 
Repaid Note of August 14, 1987 
Interest paid on loans 
Commission on sale 
Subtotal 

State and Federal Taxes (approx.) (3,825,000.00) 

Net cash to Clark M. Clifford $ 2,752,319.00 

Shares Remaining After Sale: 2,246* 


(9.960.920.00) 

(2.310.930.00) 

(1.411.831.00) 
(1,500,000.00) 

$ 6,576,319.00 


Robert A. Altman 


Gross Amount Received 
Less: 

Costs and expenses paid 
Repaid Note of July 25, 1986 
Repaid Note of August 14, 1987 
Interest paid on loans 
Commission on sale 
Subtotal 

State and Federal Taxes (approx.) 

Net cash to Robert A. Altman 

Shares Remaining After Sale: 1,122* 


$10,880,000.00 


( 4 . 979 . 352 . 00 ) 

(1.154.250.00) 
(725,289.00) 
(750,000.00) 

$ 3,271,109.00 

(1,918,000.00) 
$ 1,353,109.00 


It is incorrect to assume that the shares retained by Clifford and 
Altman could be assigned the same value per share as those sold to 
one interested purchaser in 1988. Today, the value of bank stocks 
has sharply declined and there is no present market for their 
current holdings. 
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Mr. Clifford. Thank you, Senator. 

Mr. Altman. Thank you, Mr. Chairman. 

Senator Brown. As I read that transaction, the combined gross 
profit or capital gain was roughly $9.5 million? 

Mr. Clifford. Yes. What the Senator— we looked at the transac- 
tion in its entirety. We had made an investment of a certain 
number of dollars and then, when we sold a part of our stock, that 
was a certain total. And that gave us what the profit was compared 
with the amount that we’d spent and the amount that we received. 
And you put Mr. Altman’s and my profit together, it came to over 
$9 million before taxes, and after taxes, 1 think my profit was 
about $2.7 million and his was about $1.3, something like that. 

Mr. Altman. Senator, I think it’s also relevant to note for the 
record, when you’re examining this transaction and your questions 
focus on the distinction between a sale at book value and then a 
subsequent sale of the shares, that this was not a practice that was 
unique to Mr. Clifford and me and this transaction. This was a 
practice that First American followed generally. When First Amer- 
ican was acquired, the minority — excuse me— the subsidiary banks 
that it owned had minority shareholders, and from time to time an 
effort would be made to raise capital for those subsidiary banks, 
and a rights offering would go out for the shareholders of the sub- 
sidiary bank, just as they did here for the holding company. 

Now, whenever we issued stock and this would be stock that 
would be issued to the public, the public would also buy the stock 
in First American at book. Now, if a member of the public is a mi- 
nority shareholder of, say. First American Bank of Maryland and 
that bank is raising additional money, that shareholder buys the 
stock at book. When the shareholder goes to sell the stock, that 
price may be higher or lower than book. Today, most stock will 
trade at a substantial discount from book. Back in 1988, when we 
sold ours, the stock generally traded at a substantial premium to 
book, but there are two different pricings and that’s — what I’m de- 
scribing is that the transaction that we followed here for the hold- 
ing company was the same practice that we followed with the 
public in the sale of stock in our subsidiary banks. 

Senator Brown. Well, I noticed your sale in 1988 being at a little 
over $6,800 or in that neighborhood. The report I have is that in 
1989, after another profitable year, the stock you were able to pur- 
chase at less than $3,000 a share, some additional stock 

Mr. Altman. That was another rights offering and, as I’ve just 
described, rights offerings were done at book. That was done by the 
top holding company and that was done by our subsidiary banks 
with the public or the company taking its portion of it. 

Mr. Clifford. If I might add, it’s there — see, we had become 
shareholders in 1986, so whenever there was a rights offering after 
that, we were entitled to whatever our share was of the rights of- 
fering at the book price, which was what all the other shareholders 
paid. So when we bought that stock for some little less than $3,000, 
every other shareholder bought it at the same price. 

Senator Brown. So it was rights based upon your holding of the 
stock? 

Mr. Clifford. Exactly, Senator. 



192 


Senator Brown. And that was made available proportionately to 
all stockholders at the time. 

Mr. Clifford. Exactly. 

Senator Kerry. Could I just talk a minute? 

Senator Brown. Sure. 

Senator Kerry. When you talk about this sort of offering of 
rights and transfers, in effect First American was taken private, 
correct? 

Mr. Altman. It was, over a period of time. 

Senator Kerry. So that when you became shareholders, am I cor- 
rect— I am not sure of this — in about 1986 

Mr. Clifford. Yes. 

Senator Kerry [continuing]. It was private? 

Mr. Clifford. Oh, completely. 

Mr. Altman. The holding company was private, not the subsidi- 
ary banks. 

Senator Kerry. No. I understand, not the subsidiary banks, but 
when you talk about the share offerings that you and I are refer- 
ring to, we are not really talking about a share offering to the 
public. We are talking about a share offering to this small family, 
this sort of network family? 

Mr. Clifford. Only to shareholders. 

Senator Kerry. And the shareholders, at that point, were what — 
about 30 people, correct? 

Mr. Altman. About half that. 

Senator Kerry. Half of that, 15 people. So when you say this was 
offered to people, it was offered to other people, all of whom were 
part of this little family — the shareholders? This was Mr. Kamal 
Andam; this was Sheik Zayed, et cetera. Correct? 

Mr. Clifford. There were 14 shareholders and when there was a 
rights offering, it was confined to those 14 shareholders. 

Senator Kerry. What confuses me a little bit is, as my colleague 
pursues this, I was looking at a spreadsheet here for 1986, this is 
just for Mr. Hammoud’s purchases. Now, in 1986, Mr. Hammoud 
purchased shares; he purchased 5,747 shares for $2,216 per share, 
and it was financed by a loan from BCC. In 1987, he purchased 
1,216. The price was $2,430 per share. He again — a loan from BCC. 
In 1987, he purchased 2,803 shares for $2,430, a loan from BCC fi- 
nancing it, and then, suddenly in 1988, about what — 5 months 
later, he purchased 1,600 shares for $6,800, a loan from BCC; and 
then, on the same day, another 3,200 shares for $6,800, financed by 
a loan from BCC. And then, 1 year later, he buys 968 shares, but 
suddenly for $2,774 a share — a loan from BCC. 

A little later — excuse me — on the same day, he purchases an- 
other 881 shares, price per share of $2,774 — a loan from BCC, and 
then again, subsequent transactions. You have this range of Mr. 
Hammoud, exclusively from loans from BCC, buying shares and 
this extraordinary, sort of ballooning of the price of your shares 
and then the balloon deflates and suddenly, boom, he is buying 
them back at $2,700. 

To the person on the outside looking in at this network of sort of 
14 shareholders borrowing money from BCC, all to purchase shares 
in CCAH, it looks like there is something going on and it is hard to 
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explain it. Were there different voting powers in these different 
shares? 

Mr. Clifford. Well, I think there are two explanations. Senator. 
See, you are looking at two separate types of transactions. One, 
when he pays something in the neighborhood of $2,300 up to $2,700 
for stock, you are looking at very likely a book transaction. Some- 
times when offerings were made and some of the other sharehold- 
ers did not subscribe, they might let another shareholder get 
theirs, so he’d get theirs at book also. That would account for some 
of it. Another answer to it is — - 

Senator Kerry. Why would he want to pay $6,800 and incur a 
financial liability, since he is borrowing money to do it, when, you 
know, a little bit later he got it at so much less. Why would he 
want to incur that liability? 

Mr. Clifford. Well, I will give you my answer. In 1988, when he 
acquired our stock, there was no rights offering that year. And you 
notice he had been acquiring stock every year, so apparently he 
had made a policy decision that he wished to be an important 
holder of our stock. Now, although he paid a substantially higher 
price that year, and the very next year, you see, there was a rights 
offering, and that would average down his cost. 

If you look at what Mr. Hammoud was doing, he made purchases 
over 4 years and you then average out what his cost is, and it 
comes to something like $3,400 a share. So if he decided that he 
wanted to acquire a position, my own view is that he went at it 
rather astutely. Over 4 years he acquired a substantial amount of 
the stock, and his average was $3,400. 

Senator Kerry. You could look at it another way, which is to say 
that it was not so astute. He made a conscious decision to go into 
big debt — unless he did not have to pay the debt — but that he paid 
more for your stock than he paid for all the other stock that he 
purchased in total. 

Mr. Altman. But by purchasing our stock, he gained the right in 
subsequent rights offerings to buy more shares at book value. 

Senator Kerry. He did not have that right from the prior pur- 
chases? 

Mr. Altman. No, sir. 

Senator Kerry. Why is that? 

Mr. Altman. He — the previous 

Senator Kerry. I am sorry to be obtuse about it. I just do not 
understand it. So tell me why. 

Mr. Altman. That is OK. 

Mr. Clifford. I think Mr. Altman did not understand. From 
every purchase that Hammoud made, he could always participate 
with reference to those purchases in the rights offering. 

Mr. Altman. I was making a somewhat different point, and it is 
if Mr. Hammoud makes the decision that he wishes to become an 
important shareholder in First American, he likes the prospects of 
the company and wants to become an important investor, he — the 
only way he can do it is, he can pick up stock that is waived at 
rights offerings. But other than that, he has to buy stock from ex- 
isting shareholders, and, Mr. Chairman, you’ve acknowledged that 
there are very few of those. 
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Now when he buys stock at a premium, that gives him the oppor- 
tunity in all subsequent rights offerings to get a larger pro rata al- 
lotment of stock at book, and that is, I think, the investment ap- 
proach that Mr. Clifford was describing, that is, that Mr. Ham- 
moud was averaging down his costs, but— — 

Senator Kerry. How often did they make those kinds of at-pre- 
mium purchases? 

Mr. Altman. Well, there are any number of those trades over 
the year. Those are in the stock register of the company. We do not 
know what the prices are. Mr. Clifford has indicated some of the 
information we have heard, although we can’t state it with certain- 
ty, but there were trades over the years. 

Senator Kerry. When were you granted the power of attorney to 
effect that sale? 

Mr. Altman. To effect which sale? 

Senator Kerry. The stock transaction for Mr. Hammoud. 

Mr. Altman. Senator, last night I received from the committee a 
power of attorney signed by Mr. Hammoud, and to the best of my 
recollection I’d never seen that document before. I don’t know what 
that relates to. 

Let me make one other observation if I might on Mr. Hammoud. 

Senator Kerry. Well, if I can just follow up on it because I want 
to try to understand this. I ask these questions again. There is a 
premium price and there are other sales, and I think it would be 
helpful to have some documentation that would show us some of 
the other premium sales. The reason I ask this is that this situa- 
tion is not dissimilar to other powers of attorney which your firm 
held on behalf of all the shareholders. 

Mr. Altman. To the best of my recollection, that’s not correct, 
Senator. And that’s why I need a little time to study it, because I 
got it last night. 

Senator Kerry. Did you look at the other document? There is a 
Qabazard, Mohammed Husain Qabazard, who gave you power of at- 
torney in 1983, and we have a number of other power of attorney 
certificates which show a 1983 date. 

Mr. Altman. Do you have the number in the book? 

Senator Kerry. I do. It is No. 27. Just behind the Mohammed 
Hamid. 

Mr. Altman. Yes, sir, I see it. We got this document last night 
from the committee, and we’ve asked counsel to take a look at the 
files that we have. Based on a fairly quick review, we don’t believe 
that we have ever seen this document before. Now I have had 
powers of attorney from the shareholders, and that generally re- 
lates to taking action at the company, including the right to vote 
stock at annual meetings. But my recollection is always excluded 
from those powers of attorney was the right to sell stock. 

Therefore, when I first saw it, I thought this was another one of 
those powers of attorney. But this gives an authority to sell shares, 
and that is something that to the best of my recollection I’d never 
seen before. I do not know how to explain it. I don’t know where it 
came from, but I don’t believe it was ever in our files. 

Senator Kerry. Do you recall, did you have a chance at all to see 
or hear the testimony of Mr. Rahman? 

Mr. Altman. Mr. 
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Senator Kerry. Rahman. He was the former comptroller. It was 
in the paper. 

Mr. Clifford. Yes. 

Mr. Altman. I saw portions of it. 

Senator Kerry. He described under oath to this committee. He 
described Mr. Hammoud as the “most flexible of our flexible 
fronts” for BCCI. 

Mr. Altman. Well, I would say two things about that, Senator. 
The first is that Mr. Hammoud is one of the individuals who was 
not listed by the Federal Reserve as a nominee in their notice of 
charges. He was in the category of bona fide shareholder. Now, I 
cannot speak for the Fed, I do not know whether that is a final po- 
sition or an interim position, but we noted that he was not listed. 

And the second fact that I would note to you is there is a contra- 
dictory set of letters that we received. I believe we have supplied 
them to the committee. I know that we have supplied them to the 
Federal Reserve when we received them, and these were related to 
these loans from Mr. Hammoud that you indicated BCCI had ex- 
tended. 

In the fall of 1990, we had been contacted by Mr. Hammoud’s 
estate. Mr. Hammoud had died earlier in the year. And we had 
been contacted by his estate. His estate believes that the stock is 
stock that belonged to Mr. Hammoud and now belongs to his heirs. 
They certainly take the position that Mr. Hammoud was no nomi- 
nee. He was a bona fide shareholder. And they had asked that the 
stock be transferred into the names of the heirs. And we were seek- 
ing certain documentation in that regard before the transfer could 
be lawfully effected. 

While that was under way, we were contacted by an auditing 
firm in London that was an auditing firm for BCCI. I had not 
heard of the firm before. It was called Siddiki & Co. And they 
wrote us a couple of letters in which they said, as to that stock 
which the heirs are claiming, BCCI has extended loans and we 
have a lien on that stock. But 3 days later 

Senator Kerry. I have just been advised that you wanted to try 
to have a break. Is that accurate at some point? 

Mr. Clifford. No. Well, let us finish this. 

Mr. Altman. If we could do it when we finish this subject? But 3 
days later, on November 30, 1990, we received another letter from 
the same firm, and it reads as follows: With reference to our letters 
dated November 14, 1990, and November 27, 1990, we regret to 
inform you that both these letters were written under some misun- 
derstanding on our part and request you to please treat them as 
canceled and withdrawn. So they are in effect telling us that there 
are no liens against these shares. 

Senator Kerry. I remember that. I think you testified to that in 
the House. 

Mr. Altman. We presented that to the Federal Reserve. We 
don’t know what the exact truth is. 

Senator Kerry. Did you ever meet Mr. Hammoud? 

Mr. Altman. I’ve met his son, but I have never met him. 

Senator Kerry. You never met him? 

Mr. Clifford. I never met him. 

Mr. Altman. No, sir. 
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Senator Kerry. Let me kind of narrow this, and tell you why the 
committee is concerned. And maybe you could help us out in ex- 
pressing it. Is it fair to say that this was a no-risk loan to you? A 
no-risk stock transaction? 

Mr. Clifford. No, you can’t go that far. What we did was mini- 
mize the risk. But as Mr. Altman explained it a little earlier 

Senator Kerry. What would you describe the risk as? 

Mr. Clifford. Well, one risk is that the BCCI always looked out 
for its own interests, as we found that out after a while. So that 
when we went back to them to ask for a second loan, because we 
had another rights offering we’d like to take advantage of, they 
said, well, we will lend you the money, but pay up the interest on 
the first loan. 

We said, the interest isn’t due on the first loan. They said, we do 
not care whether it is due or not. Unless you pay the interest up on 
the first loan, then we’ll not make you the second loan. So we paid 
the interest up. As you total the amount that I paid and the total 
that Mr. Altman paid, it came $1,000 — $1,008,000. So— — 

Senator Kerry. So did that not in effect come out of the subse- 
quent loan they made you? 

Mr. Altman. The subsequent loan was used to purchase shares — 
in total. 

Senator Kerry. The net— net at the bottomline was that you 
were not really out-of-pocket in a sense. Let me tell you why I say 
that. There was a side agreement, correct? You had a side agree- 
ment in addition to the stock and pledge, you had a side agree- 
ment? 

Mr. Altman. We did not have a side agreement, at least I 
wouldn’t so characterize it. We had three documents which consti- 
tuted the loan agreement. 

Senator Kerry. Well, let me ask you to turn to document 24, 
which is a letter which you wrote to BCCI and in paragraph 1 it 
says, “With regard to the note and the pledge agreement jointly re- 
ferred to herein as loan agreement documents, notwithstanding 
any provision of said loan and documents to the contrary, BCCI.” 
So in other words, no matter what the loan documents say, we are 
going to agree to the following. Now I consider that an agreement 
outside of the loan documents. 

It says, “notwithstanding the provision, BCCI and the undesigned 
hereby confirm and agree as follows.” So this is your agreement 
notwithstanding the loan documents. Paragraph 1, certain clients 
of BCCI have given BCCI a firm commitment to purchase any of all 
of the undersigned CCAH shares at such time as the undersigned 
wishes to sell said shares, which says to me that you entered into 
this with an understanding that no matter what, BCCI had an 
agreement with you that they’d buy the shares. So you knew that 
you could sell the shares. 

Mr. Clifford. That is not quite right, Senator. 

Senator Kerry. Well, help me. What does it mean, then? 

Mr. Clifford. It’s a move in that direction, but unless a price is 
put in there, it’s meaningless. 

Senator Kerry. Well, then it says, “Paragraph 2: BCCI shall ar- 
range for the sale of such shares to such clients in such manner 



197 

and at such prices as BCCI and the understand shall mutually de- 
termine.” 

Mr. Clifford. All right, and if there is no agreement, then it is 
meaningless. 

Senator Kerry. Let me go a little further. Paragraph 4 says, “As 
a result of the arrangements set forth in paragraph 1, BCCI has a 
ready market for the CCH shares held as collateral.” So they are 
telling you that they have a ready market to secure the repayment 
of the note. “And it is understood and agreed that the undersigned 
shall not be obligated personally to repay to BCCI the loan princi- 
pal or any interest accrued thereon. BCCI shall be limited solely to 
the undersigned’s interest in the CCH shares or any proceeds 
thereof.” That is because they held the collateral. 

So they are holding the collateral — your shares. They are promis- 
ing to buy them back. You do not have any interest to pay, accru- 
ing. And you have a guaranteed buyer. 

Mr. Altman. That is not correct. 

Mr. Clifford. Wait a minute. 

Senator Kerry. Do I misread it? 

Mr. Clifford. Well, until you get down to the end. We do not 
have a guaranteed buyer, because there’s no price stated in there 
at all. They say they think there is a ready market. They will in- 
vestigate it, they will come up. If we set a price on it, and nobody 
meets that price, I say again, the language is meaningless. Sena- 
tor? 

Senator Kerry. Is that, respectfully, sort of a — I am looking for 
the right word. I mean, is that a euphemism for what you have 
here, really? I mean, given the relationship to BCCI, you have 
called it very personal, that is the way you described it at the start. 
There is this ongoing relationship, you have major interests togeth- 
er. Now are they going to suddenly refuse you the opportunity to 
sell your shares? 

Mr. Altman. Senator, I think this document may make more 
sense to you if you understand its origins. And if I could just take a 
moment with the committee and walk you through that, then this 
may not seem so confusing to you. I refer back to the discussion 
that we had earlier about the advice we received from New York 
counsel that this had to be a nonrecourse loan. That was their 
advice to us, and obviously we were going to accept their advice. 
They were experts in this kind of financing. 

The language that you refer to in paragraph 4 was language that 
they drafted, for the most part. And what it does is, it makes this a 
nonrecourse loan. That is all that this language does. And in the 
BAII loan documents that were originally submitted, they put in 
similar language in those documents. 

Now, the reason this letter was created was really as a result of 
the evolution of the loan documents. Originally what New York 
counsel had prepared was what was called a put agreement. New 
York counsel felt that in order to try to create liquidity in the 
stock, there was a need to have a put agreement, meaning an 
agreement which allowed the holder of the stock to sell it to some- 
one, to create a market. So that the stock — you would not be left 
with an aliquid asset. So they created a put agreement. 
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And originally when this loan was negotiated, they drafted these 
documents and they drafted a put agreement with the intention 
that our largest investor, Kamal Adham, who had an interest and 
was enthused about our becoming shareholders because it gave us 
an incentive to make his holdings more valuable as we build the 
company, he was to sign the put agreement and that would create 
the liquidity. Now this was discussed both with BAII and with 
BCCL It also gave — - — 

Senator Kerry. When you say, give it liquidity, what you are 
really saying is marketability. It needed to be marketable. I under- 
stand that. 

Mr. Altman. Because otherwise we had no sure way of selling 
the stock at the time the loan becomes due. And they had the con- 
cept that it would also be advantageous to the lender, because a 
lender would be in the same position. The lender forecloses on the 
stock, and then the lender says, do I have a market to sell the 
stock. So- — 

Senator Kerry. I understand what you are saying. 1 am not ques- 
tioning, incidentally, there is a legal structure here. I can see that. 
I am not arguing that this is legal or illegal. The question is, what 
does it say about the relationship? I mean, we are trying to get into 
a real person readout on this, not a legalese readout. I have no 
question that this is explainable in terms of marketability, input, 
and this or that. 

But when you kind of bring it down to the lowest common de- 
nominator, the practical effect of it is to put into the hands of BCCI 
stock that is indeed marketable. But it is collateral against your 
loan. And in legal terms, because you have borrowed money and 
they are holding the collateral, you are the recipient of the benefit, 
of the proceeds, of the sale, whatever it is going to be. So when the 
sale ultimately takes place, you suddenly get this enormous profit. 

Now I am not saying that is bad. You worked for 4 years and you 
deserved some remuneration. I think the question people are 
asking themselves, certainly the committee is saying, is, you know, 
wow, here is this fellow, former Secretary of Defense, an extraordi- 
nary advisor and legal icon in Washington and another extraordi- 
narily bright capable attorney and so forth, presidents of banks, 
major institutions, and there is nothing in writing. There is no sort 
of legal agreement for their remuneration. They accept this $50,000 
and go on for these years, and then suddenly, wham-bang, there is 
this small family relationship turnaround of stock in a very short 
period of time, with a very large amount of money. 

Now, you are practical people. You know that that sort of elicits 
a question. And I am just trying to pose the question on behalf of 
the people who look at this thing and say, what is going on here? 

Mr. Altman. Sure. 

Mr. Clifford. There is another factor. I did not get into it before, 
but it could help explain it to some extent. When we reached the 
decision the time had come to buy stock in 1986, at first, I did not 
contemplate making any loan. I could have financed it myself, and 
intended to finance it myself. 

I then look at the situation in my portfolio. Market is very 
strong. I have very substantial gains in my portfolio. In order for 
me to raise the money, I have to liquidate those stocks and pay the 
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gain. And the gain is 28 percent Federal and 6 percent Maryland. 
So to liquidate the stocks, I have to pay a 34-percent tax on the 
gain. 

That seemed to be an unbusinesslike way to go at it from my 
standpoint, and it seemed that instead of doing that at the time, I 
also took into consideration the fact with which you are familiar. 

If I liquidate the stocks at that time, in order to get the money to 
do the deal, I pay that capital gains tax. If I keep those stocks, and 
die with those stocks, no capital gains tax is paid. So I am looking 
at it very carefully from the standpoint of my widow and three 
daughters. So I could have financed it, but from a business stand- 
point, I would be paying a tax that I otherwise would not pay when 
I die. 

Senator Kerry. Is it fair to say, gentlemen, you got a hell of a 
good deal? I mean do you at least characterize it as that? You did 
not get what Steve Ross got for one year, but you got a pretty good 
deal. 

Mr. Clifford. Did we, under all these circumstances, get a good 
deal? I think we did. And I think I tried to explain that in the be- 
ginning by saying that the deal was arranged in a very friendly cli- 
mate. 

Senator Kerry. Now, do you also see and I know, Mr. Clifford 
you are too smart not to, that legitimacy of the issue is raised as a 
consequence of that now. Do you? 

Mr. Altman. Sure. We understand why it creates questions for 
people. We understand it very clearly. I think we would prefer that 
we had never bought any stock in the company in light of all the 
controversy about it, but it seemed so routine at the time. We were 
involved, we were creating an enormous value here. These people 
were making hundreds of millions of dollars as a result of our 
effort, and we thought it was appropriate, if we could acquire some 
stock, to participate in some of that benefit that we were creating 
for these investors. 

And Mr. Clifford talks about it was a friendly relationship; it 
was. When we negotiated with BCCI, it was quite friendly. They 
had, I think, a desire for us to acquire stock. Keep in mind, as we 
understood the facts, Mr. Abedi had recommended this investment 
to these very important clients, the people who had founded his 
bank, and who kept hundreds of millions of dollars — indeed, we 
hear, billions of dollars — in his bank. And we are taking this in- 
vestment and making it, which he once said to us, it was the best 
investment he ever had — had recommended to any of his clients. 

And so he wanted us to gain stock and have that incentive to 
continue to make this valuable; that put him in very good shape 
with his clients. That’s what investment advisors like to do. 

Mr. Clifford. As you get into it. Senators, there is another 
factor. And it helped put it in perspective. In 1988, when we sold 
the stock, as we looked at the figures in that year, the amount of 
the investment on the part of the investors had doubled. They had 
put up originally $200 million. We had then called on them from 
tune to time in rights offerings, and they had put up another $300 
million. So they had made an investment of $500 million in First 
American. 
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In 1988 an analysis demonstrated to us that the company was 
worth $1 billion, a minimum, at that time. Now interestingly 
enough, that was our evaluation. We discussed that at the time. 
They agreed over there that the value had gone from $500 million 
up to $1 billion. The amount that we had in mind for the unique 
service that we felt we rendered, was minimal compared to the 
$500 million. 

Now, in order that you understand the next event that took 
place, in the spring of 1990 we get a letter from Hugh McColl, head 
of NCNB. And he says, in effect, we have been investigating First 
American for some time, and we’re interested in it and we would 
like to acquire it. 

And he said that in order, Mr. Clifford, to show you that we are 
serious about it, I would say, even in this letter, I am willing to 
offer you $1 billion for First American. So it merely confirmed the 
estimate that we’d made. 

When Hugh McColl said in his first offer he would pay $1 billion, 
I immediately translated that in my own mind that he must have 
about $1.3 billion or maybe even $1.4 in mind. So that was the 
value that was offered. So that as you look at it from the stand- 
point of those figures, if the profit that they recognize there— that 
we felt and they felt we have gotten from them with our efforts, 
and then the amount that would be our return on that, it came to 
less than 1 percent of what we had produced for them. 

Senator Brown. I wanted to go back a moment if I could and 
finish the outline of the loans. As I read the documents, on August 
14 , 1987 , there were additional loans that apparently were designed 
to cover both the additional stock purchase made in that period 
and the interest apparently on the previous loan. 

Mr. Altman. I don’t think so, Senator. 

Mr. Clifford. No. 

Senator Brown. Could you enlighten us as to what that was, 
then? 

Mr. Altman. There was a second loan that was made in the 
summer of 1987, if that’s your reference. And the amount of the 
loan was the exact amount of the cost of the stock that we pur- 
chased, to the dollar. So all the money that we borrowed, we used 
to buy the stock, and we placed that stock as collateral. At the 
same time, we were out of pocket the approximately $1 million in 
interest that we paid on the first loan. The interest was not funded 
by BCCI. 

Senator Brown. Where did the money for the interest come 
from? Did you borrow the money for the interest payment? 

Mr. Clifford. Out of our pockets. 

Senator Brown. Out of your own pockets? 

Mr. Clifford. That’s right. 

Senator Brown. Well, let me suggest to you what I believe the 
facts suggest. Perhaps you can set me straight. I mean, as I look at 
this, we have stock purchases that are financed with 100-percent 
loan to value that are totally nonrecourse, and that you are not 
liable for the amount that is involved. The stock is held by BCCI, 
and the loans, interestingly enough, at least this latest loan, was 
written August 14, 1987, and due August 15, 1987. 

Mr. Clifford. That is a typographical error. 
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Senator Brown. Maybe you can help us with that. What should 
it have said? 

Mr. Altman. I believe it was due 12 months later. 

Senator Brown. Twelve months later. 

Mr. Altman. I believe the date was a mistake. 

Senator Brown. Looking at the first loan, it was held in default 
for several months, and I put it to you, if you were examining this 
as counsel for someone, wouldn’t you basically call yourself a nomi- 
nee for BCCI, to receive the stock and not hold it and not have li- 
ability? 

Mr. Altman. Under no circumstances would we consider our- 
selves nominees for BCCI in the holding of the stock. A couple of 
points, Senator, as the Federal Reserve has testified, there was 
nothing prohibited or impermissible about our borrowing money 
from BCCI and our pledging the stock, and putting up the stock as 
collateral does not give BCCI ownership or control over that stock. 

I would give you an example. If you go to a bank and you are 
buying a house and you borrow the money, say you get 80- or 90- 
percent financing and you borrow the money, you wouldn’t say 
that the bank owned the house. You own the house. Now if you go 
into default on your loan the bank has certain rights to foreclose 
and get ownership. That did not happen here. 

You say that the loan went default, that is incorrect. The loan 
did not go into default. Prior to the time of the maturity of the 
first loan, we had the understanding that I have described to you, 
and the second loan had not even come due. 

At all times we had legal ownership to that stock, at all times we 
had voting rights to that stock, and we voted the shares every year 
at the annual meetings of the company. BCCI never had any own- 
ership or control and it has never been so alleged by anyone. 

Senator Brown. A couple of thoughts, Mr. Taylor’s testimony is 
frankly this: The Fed received explicit commitments from the in- 
vestors and their representatives that the acquisition was being 
made with the investor’s own funds and that BCCI would not ac- 
quire shares or finance the investors. 

Mr. Altman. I think we have explained, that related to the 
tender offer in 1982 

Mr. Clifford. Right. 

Mr. Altman. And Mr. Taylor has so testified. 

Senator Brown. Well, in terms of being in default, at the least 
the documents themselves indicate that it was in default, that it 
was not paid when due. Is there something missing here that we 
are not seeing? 

Mr. Clifford. Yes, there is something there, but you have seen 
it. There language in there that indicates that if at the due date 
the matter is not paid, then plans will be made to rollover the 
stock. 

Mr. Altman. That is set forth in the same document, paragraph 
3, BCCI shall assist in refinancing or shall rollover the note. It is 
right in the loan documents that you were just referencing. 

So the loan never went into default, sir. 

Senator Brown. I think what you have to do is look at the sub- 
stance of the transaction. 

Mr. Altman. We agree. 
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Senator Brown. And it appears to me, the substance of the 
transaction was that you got the title to the stock without putting 
up a single penny of your own money and suffered no loss whatso- 
ever if the stock dropped in price, and did not have possession, ap- 
parently BCCI had possession of the certificates. 

Mr. Clifford. Only as collateral. Title did not pass. 

Senator Brown. What element is there here that puts liability 
on you for this stock purchase? Where is your liability? 

Mr Altman. We have said, Senator, that it was a nonrecourse 
loan. When you have a nonrecourse loan that doesn’t mean you are 
not liable on the loan. You are liable on the loan. We had every 
intention to repay the loan and we did repay the loan and we 
repaid the loan with interest. 

A nonrecourse loan means simply that in the event you default 
on the loan, the lender cannot go seize your house or your other 
assets. You and the lender have agreed on the collateral which the 
lender must look to satisfy that obligation. 

And nonrecourse lending is common. It is done all the time. I 
have been in other transactions in which nonrecourse lending is 
utilized. So it is not 

Senator Brown. Did your bank ever make 100 percent to value 
nonrecourse value on stock? 

Mr. Altman. I am not aware of any such loan. 

Senator Kerry. In effect, this loan couldn’t be defaulted on in re- 
ality? The reality is you couldn’t default on this loan because by 
the agreement the interest 

Mr. Altman. Would accrue. 

Senator Kerry. Correct. So there was default impossible. 

Mr. Altman. What it provides, Senator, is that in the event you 
do not repay the loan, BCCI is to assist you in refinancing the' loan, 
and in the event 

Senator Kerry. They held the stock. 

Mr. Altman. Or they can seize the stock itself. 

Senator Kerry. I understand that. But I still am troubled, and I 
just want to say to you, by a larger piece. You had a subsequent 
agreement, I guess, a purchase and sale agreement on your stock 
because you continued to hold stock, correct? 

Mr. Clifford. Yes. 

Mr. Altman. Yes, sir. 

Senator Kerry. And you made an agreement on this stock, I be- 
lieve, now maybe I am wrong and this doesn’t apply to that stock, 
but I read it as applying to the stock you hold of CCAH. This is 
document No. 29. 

In document No. 29 there are two agreements, one between Mr. 
Clifford and BCCI and the other between Mr. Altman and BCCI, 
and in both of them, you say that in the event the seller owns any 
shares of CCAH at the time of his death, seller hereby agrees to 
sell and buyer hereby agrees to buy all of said CCAH shares for 
cash at a price of $2,310 per share which currently represents sell- 
er’s average cost per share. 

So in effect your estate would be the recipient of $2,310 per 
share, correct? 

Mr. Altman. If you were still holding any stock, yes, sir. 

Senator Kerry. If you were holding any stock. 
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Mr. Altman. Right. 

Senator Kerry. But you made that agreement with BCCI and I 
don’t understand why BCCI would be the beneficiary of CCAH 
shares at the time of your death. Why wouldn’t CCAH sharehold- 
ers have the first option to purchase? 

Mr. Clifford. We weren’t in touch at that particular time with 
the other CCAH shareholders. That is a group of Arabs that are in 
the Persian Gulf. I am the one who came up with this thought be- 
cause again, considering about what would happen. If I die, and 
there is stock in my estate and there is no market there then that 
creates a problem again. 

Senator Kerry. I understand that 

Mr. Clifford. I approached Mr. Abedi about that and said, 
excuse me, Mr. Naqvi by that time and said would you agree to 
take that stock off my hands? He said, I would agree to take it off 
of your hands if you set the price at a low enough figure. So you 
see that it is set at book, and there are these two, we have dis- 
cussed that for some time, there is the book level and then there is 
the trading level. 

So from their standpoint, they were assured they could always 
get book for it, and they might do a good deal better than book. I 
think he looked upon it as an opportunity ultimately of making a 
substantial gain. 

Senator Kerry. Well, it raises the question of whose interests 
you representing, the shareholders of your bank or Mr. Abedi and 
BCCI who would be enriched ahead of them. I mean, if the share- 
holders can’t get a first shot at your shares and you are sort of of- 
fering them off to BCCI, it seems to me, BCCI is being enriched 
either in the place of their nominee shareholders or instead there- 
of. 

Mr. Altman. Senator, maybe I can assist you, so that you under- 
stand this more fully. We are talking about stock, as we described, 
that has an uncertain market and an uncertain value. Now this ar- 
rangement is made very shortly after the time we sold stock at 
$6,800 a share. So it gives you some idea of how uncertain we 
thought the value of the stock was and how uncertain we thought 
the market or liquidity was for the shares because in the event of 
death, we were prepared to accept 

Senator Kerry. You just testified about a little while ago about 
the extraordinary growth, how it was going up every year, and how 
the bank was worth $1 billion and how it could be sold and this 
was a great asset. Why this uncertainty? 

Mr. Altman. We believed that the value of the company, if it 
were to be sold was in the neighborhood of $1 billion to $1.5 billion. 
But if we were to sell our portion of the stock which was approxi- 
mately one percent of the total outstanding, there might not be a 
buyer for it at all. 

And this was the point that our New York counsel was making 
to us. Second, you ask, why do we go to BCCI? The point that was 
made to me by New York counsel is, you can’t make these kinds of 
arrangements with Kamal Andam or one of these Arabs’ share- 
holders because you need someone — you need an institution. 

You need a place where you can go in the event you have to en- 
force this agreement. One of the shareholders can cue. They can be 
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unavailable. This is the kind of arrangement that should be en- 
tered into with an institution, and that is what led us to go to BCCI 
to effect the arrangement. 

Now the result of this transaction, if it were to occur, is that 
there is no restriction on us selling our stock. We may end up with 
no stock in the event of death or we may end up holding some 
shares and given the situation today, it looks more likely than not 
that we would own stock of whatever value. 

But in the event that the shares remained in the estate, this cre- 
ated a market. Now from our standpoint, we were prepared to 
forego any potential profit in the stock, even though we thought 
the company would continue to appreciate in value, because we 
wanted to assure liquidity, particularly in the case of Mr. Clifford. 

From the standpoint of BCCI it made excellent sense because 
they knew these shareholders, they had access to them, and they 
felt they had this ready market for the stock. So if they bought the 
stock from us at $2,300, they felt they could turn it around at a 
profit, that was the expectation in this arrangement, and we didn’t 
have that same access or same assurance. 

Senator Kerry. Let me just ask counsel, I am just concerned 
about the time question, we are going to break for lunch before too 
long and I know you wanted to have a solid interval there which 
we are delighted to provide. Do you want to continue for another 
say 15 or 20 minutes and then break? 

Mr. Bennett. At your convenience, sir. 

Mr. Clifford. I would like to, so that we know that we are 
making progress. 

Senator KERRY.Mr. Altman, if I can just direct you, this is some- 
thing that I know came up in the House a little bit, it still has left 
a few questions and I want to ask, document No. 30- 

Mr. Altman. Thirty? 

Senator Kerry. This is the letter, somewhat argued about now, 
that you were sent by Mr. Ryback from the Federal Reserve in 
which he said to you, an issue was raised on whether any of the 
financing, this is December 13, 1989. 

Mr. Altman. Yes, sir. 

Senator Kerry. At this time in 1989, the Fed expresses a specific 
concern about whether any of the financing of the equity invest- 
ment, it is referring back now to the letter that we referred to ear- 
lier. We sort of began with the original standard of operating here. 

Mr. Altman. Right. 

Senator Kerry. And the original standard of operating was the 
notion that there would not be a mix of the financing, business 
management, et cetera. This letter now says that, it recites that, it 
reasserts that principle and says in 1989, according to the Fed': it 
was indicated at the time, referring back to the original takeover, 
that the individual investors had substantial funds and only a 
modest portion of the total investments would be financed. Fur- 
ther, any personal borrowing by the investors would come from fi- 
nancial institutions unaffiliated with BCCI. 

I know you have been through this somewhat, I just want to 
make sure people understand what I am asking. The next para- 
graph says: In order to clarify the situation, it would be helpful if 
you would provide information on any loans extended to the origi- 
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nal or subsequent investors, either directly or indirectly by BCCI or 
any of its affiliated organizations. The information should include 
all loans extended to the investors, regardless of purpose, whether 
they are secured or not and in what manner, et cetera. 

Now I know you explained to the House saying that you didn’t 
think that that applied to you because your loan had been paid off. 
Is that accurate? 

Mr. Altman. Yes, sir. 

Senator Kerry. In the letter you got back from — to you from Mr. 
Naqvi, as a consequence of, I think your forwarding this or for- 
warding information about it, Naqvi says to you, he says, I can’t 
provide you with confidential information about our customers’ fi- 
nancial arrangements, which begins the process of evasion to you, 
incidentally, not by you but to you. 

He then says: We can confirm that none of the shareholders in- 
volved in the acquisition had any personal loans. That is just not 
true, and we have learned that: Of course no, stock of CCAH or Fi- 
nancial General was placed as collateral for these loans, we know 
that that is a lie on its face. It is a lie incidentally to you, by him. 

And then it says: You should be aware — but he starts out his 
letter to you saying: I am writing in response to your inquiry con- 
cerning whether there are any loans to any of the shareholders in 
connection with the acquisition. But the letter from Mr. Ryback to 
you and he has indicated to us, that he was not looking just for the 
acquisition, and in fact, his letter is very clear. 

It said: Will you provide us with information on any loans, origi- 
nal or subsequent investors. My question is why you would have 
not advised the Federal Reserve that there were in fact subsequent 
investors, namely you. 

Mr. Altman. That was the question, Senator. Let me see if I can 
help you with your understanding of it. 

Senator Kerry. First of all, just tell me, how do you read that 
into the original question, I mean, into his original letter? Does his 
original letter say original or subsequent investors? 

Mr. Altman. Yes, sir, the way you read the original letter is cor- 
rect, but there were subsequent communications, oral and written, 
which will confirm what I am trying to explain to you. 

Senator Kerry. Is there any written communication from the 
Fed that altered that? Did the Fed alter that? 

Mr. Altman. There was written communication given to the Fed 
which altered that. 

Senator Kerry. That is the memorandum that you wrote? 

Mr. Altman. And more than that, there were other documents 
that were provided. 

Senator Kerry. Have you provided those to us? 

Mr. Altman. Yes, Senator, I believe we have. 

Senator Kerry. Do you know which ones they are, Mr. Bennett? 
I am not familiar with them. 

Mr. Bennett. I think Mr. Altman will be going through them 
now. 

Senator Kerry. Fine. 

Mr. Altman. Mr. Ryback, in December, had submitted to me a 
letter that is rather broadly worded and you have very accurately 
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read it into the record. When I received the letter I spoke to Mr. 
Ryback and indeed, I spoke to. him more than once. 

And Mr. Ryback explained to me what it is that he was seeking 
by way of information. I might note that the first paragraph of Mr. 
Ryback’s letter I believe is the matter relating to the tender offer. 
Then he goes on his second paragraph and deals with the subject of 
any loans made then or subsequently. 

Now when we received this letter and spoke to Mr. Ryback, I 
pursued the matter in two ways. I pursued the matter with BCCI 
directly and I pursued the matter with our shareholders and then 1 
provided the Federal Reserve at various times with the information 
that we had learned. 

Mr. Naqvi’s letter that you have referenced indicates that BCCI 
did not finance the original acquisition. I don’t have access to the 
documents. I accept what you say, that that is an incorrect state- 
ment, but that was the representation that was made. 

He goes on to say in that letter that you should be aware that in 
the years following the acquisition, some of the persons who are on 
the list of shareholders of CCAH have from time to time borrowed 
from BCCI. He indicates there are subsequent borrowings. He 
doesn’t detail them, because he won’t give us that information for 
the reasons he describes in his letter. 

Now during this period, 1989 and into 1990, we started to receive 
reports that were disquieting reports about the issue which you are 
now investigating. I think I have testified before the House that we 
heard about this conversation of Mr. Awan, the taped conversation 
of Mr. Awan in which he makes reference to nominee arrange- 
ments, and we had looked into that matter. We had gotten that 
transcript. We had spoken with Mr. Awan’s counsel. We had inter- 
view with Mr. Awan himself. I didn’t personally but others did and 
reported to me. 

The Fed has also looked into that, and Mr. Awan has said that 
he didn’t have any information. It was a corporate rumor that he 
had heard. We had pursued it in other ways as well. We had pur- 
sued it with the shareholders directly in some instances, and we 
had pursued it with the most senior management of BCCI. 

I pursued it, other attorneys pursued and we pursued it aggres- 
sively. We received information back that we thought at the time 
was credible. In this time period, the issue of lending arrangements 
arose, and the matter came up about what BCCI’s practices were 
and actually, before this letter, it is my recollection that an invita- 
tion was extended to Mr. Ryback to go and meet with the senior 
management of BCCI so that he could ask any questions directly 
that he might have. 

And Mr. Ryback indicated that he didn’t think that was indicat- 
ed and that invitation was declined. When we received this letter, 
we then pursued it and we heard these reports that there were 
large loans out there, that the loans were secured by stock, and we 
reported that back to the Federal Reserve. 

We did not necessarily think that the lending was impermissible 
for the reasons that Mr. Corrigan and Mr. Taylor have stated. It 
was not impermissible to borrow, even borrowing secured by the 
stock. But we gave the Federal Reserve the information we had ob- 
tained. 
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There is a document which has been provided to the committee 
and it is marked: note to files, BCCI, dated January 9, 1990. 1 make 
reference to this document because you need not simply accept 

Senator Kerry. Is that the May 8, 1990 letter? 

Mr. Altman. No, sir, it is an earlier one. 

Senator Kerry. OK. 

Mr. Altman. You need not accept merely my representations 
about these conversations with Mr. Ryback, this is a note that Mr. 
Ryback himself wrote, that is my understanding, to his files and let 
me read to you the pertinent parts: Robert Altman called in re- 
sponse to my letter concerning loans from BCCI to shareholders of 
financial General. Mr. Altman related that he talked to officials in 
BCCI Luxembourg and they are in the process of pulling together 
the information we need. 

He states that BCCI told him that none of the shareholders of 
Financial General directly financed the acquisition with loans from 
BCCI. However, in subsequent years, some of the shareholders bor- 
rowed substantial funds from BCCI because of a slowdown of their 
business interests in the Middle East and the fact that Financial 
General was not paying dividends. Some of the borrowings may be 
supported by a pledge of Financial General stock, he was not aware 
of the payment history on these loans. 

I also talk about a potential merger. So I told Mr. Ryback within 
a couple of weeks of receiving his letter by his document, that we 
had heard there were large loans out there but we didn’t have the 
information about it. 

Now Mr. Ryback, as I say, explained to me the focus of his in- 
quiry, and the focus of his inquiry was twofold. Primarily, he was 
interested in ensuring that the original representations that had 
been made were accurate; that is, the representation that BCCI 
was not financing the purchase of shares in the tender offer. That 
representation had been made, it was made in that footnote that 
we have described in the application, and he wanted to assure that 
that had been observed. 

That was his primary focus. He had a secondary interest howev- 
er and the further interest was that he wanted to know if there are 
any current loans outstanding to these shareholders, personal 
loans. And the reason that had relevance is because of the issue of 
controlling influence under the Federal statutes, whether a lending 
institution can get a controlling influence by reason of large out- 
standing loans. 

So he originally writes a letter that is very broadly worded in De- 
cember. I report back to him what I have heard about there being 
large loans, about there not being any financing of the original 
tender offer. That is the representation that was made, and I then 
proceed to send letters to the various shareholders. 

Now I say that I indicated that Mr. Ryback was not interested in 
certain kinds of information, even though his original letter would 
seem to call for it. Mr. Ryback wanted these two specific kinds of 
information, and I had also indicated to him that to comply literal- 
ly with this letter, I am told, would be burdensome, to get every 
loan ever made to any investor by BCCI. And that is why he fo- 
cused his inquiry as the specific information that he needed for his 
purposes. 
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On March 9, 1990, 1 write a letter to shareholders, individual let- 
ters and I state the following: We have been asked by the staff of 
the board of governors of the Federal Reserve about representa- 
tions made by the investors who acquired First American. At the 
time the board was advised that the acquisition of the company 
would be primarily from personal funds and would not be financed 
by BCCI. 

BCCI has recently written a letter confirming the accuracy of 
these representations to the board, I say this to the shareholders, 
they are all on notice as to what is happening. 

Then I go on: The board’s staff has requested current informa- 
tion on loans extended to First American investors by BCCI, in- 
cluding stock pledged to secure any such borrowings. As I said, the 
board is not interested in certain things. 

Then I go on at the conclusion of the letter and as I say, this was 
provided to your staff, it says: If you have no personal loans at 
present from BCCI relating to First American, you may simply 
write us a short letter to that effect. 

I make very clear by the language, if you have no personal loans 
at present from BCCI. 

It is a letter dated March 9. 

Senator Kerry. It is a letter you wrote, right? 

Mr. Altman. It is a letter I wrote to shareholders and signed and 
the language I am reading, the entire letter, the language I was 
just reading was the concluding paragraph. 

Senator Kerry. Is this in what you provided? I don’t think we 
have that or I don’t have that. Do you know where that appears? 

Mr. Altman. Would you like my copy? 

Senator Kerry. That is all right, if I can get a copy. You have 
read most of it. 

Mr. Altman. I believe it was provided to you, but in any event, it 
makes clear that this was our understanding in real time, this was 
our understanding of what they were asking, and we in turn were 
saying to the shareholders, do you have any outstanding loans? 
Not, did you ever have loans that have been repaid. 

The Fed wants to know, we say to the shareholders, about the 
original financing and they want to know about any loans that are 
outstanding. Now interestingly 

Senator Kerry. You didn’t sense from the Fed, Mr. Altman, I 
guess these things are always subject to interpretation, obviously, 
and I am not trying to force you to interpret something differently 
than you did, but I find it — I guess strange, that they bring up the 
issue so boldly in the front of the letter about the original concern 
and that original concern sort of ran throughout their regulatory 
effort. 

Now you say to me, Mr. Ryback had a different interpretation in 
conversations. But 1 do know that Mr. Ryback has no memory of 
altering his original request. 

Mr. Altaian. Well, Senator, if I might, the letter that I just read 
to you was a letter that was given to the Federal Reserve, so it is— 
1 talked to Mr. Ryback, I tell him what I have heard. I am told 
there are no loans relating to the original financing. I am told 
there are large loans out there that we don’t know what the infor- 
mation is, we just understand there to be large loans. 
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And I am told by him what we are interested in is current out- 
standings. What is the situation regarding current outstandings? I 
confirm that in writing in this letter that I am describing and then 
we give this letter to the Fed to show the Fed the information we 
are seeking to elicit. 

Now I am sure if Mr. Ryback says he doesn’t recall it, I accept 
that, but this letter will be in the files of the Fed which makes very 
clear the inquiry we were making in response to the Federal Re- 
serve’s question. 

Senator Kerry. I have no question but that that was your inter- 
pretation and that is the way you went back to them. The question 
in my mind partly is where the Fed went in terms of their original 
inquiry and because the original inquiry I think means one thing. 

That you had those conversations, or that you in fact made those 
representations is on its face absolutely clear and accepted. The 
only question is, was it full disclosure? You knew at the time — 
would it have been that difficult to list the people who had BCCI 
loans outstanding for the purchase of CCAH shares? 

Mr. Altman. I didn’t have the information, Senator. I knew that 
Mr. Clifford and I had had loans which had been repaid a couple of 
years earlier, but that wasn’t responsive to his inquiry. We get a 
letter, we talk to him. What is it that you want? He tells us and we 
try to get him that information and I confirm in writing that that 
is what we are trying to get for you. 

Now you also have a memorandum dated May 9, 1990, a meeting 
we had with the Federal Reserve. 

Senator Kerry. I do, I have that. Who wrote that memorandum? 

Mr. Altman. The memorandum was drafted by one of my part- 
ners, Mr. Lesher. I also reviewed it and on the last page, Mr. Tut- 
tle’s name appears, so I assume he also reviewed it. We were all 
three at the meeting, and this was a memo to the file to summarize 
and to record what was said at that meeting. 

Senator Kerry. Just to put this in context, this May 8, 1990, 
memo was written — you cite the Regardies article and the Wall 
Street Journal, and this is just about at the time, was it not, that 
Price Waterhouse had had a meeting with Massihur Rahman in 
London and had made public to him and others the report that 
they had at that time. 

I think it was about 1 month earlier or so, regarding all the inac- 
curacies and problems that were appearing at that point within 
BCCI. 

Mr. Altman. That was not made available to us and in fact, 
Price Waterhouse did not, when there was an inquiry made of 
them at that time, they didn’t even mention that report. So we 
were unaware of this Price Waterhouse April 1990 report. 

Senator Kerry. Let me inquire, Do you have more you want to 
ask now? 

Senator Brown. Just a couple of quick ones, and I know we are 
going to come back this afternoon. 

To put some sort of cap on this, did you disclose to the Federal 
Reserve the financing you had received from BCCI? 

Mr. Altman. We disclosed it subsequently. We didn’t disclose it 
in response to Mr. Ryback’s letter as it was nonresponsive. 



210 


Senator Brown. It was nonresponsive to this letter or nonrespon- 
sive to what you had discussed with him after this letter? 

Mr. Altman. When I received this letter I talked to Mr. Ryback 
to understand the information that he wanted us to collect, and he 
explained that to me. He explained that he was primarily interest- 
ed in ensuring that BCCI did not in fact finance the original tender 
offer in 1982. He said, I have a secondary interest. I don’t want a 
lot of volume of information. I don’t need a lot of detail. 

The second thing 1 need is if you can get information on any 
loans that are today outstanding. So it was not a question of with- 
holding information that we could have provided to him. It was, 
this is not what he is interested in and I understood the regulatory 
objective that led him to make the inquiry. 

So we say to him, we are told there are no loans, there was no 
financing of the original tender offer, and we get him confirmation 
of that, whether accurately or inaccurately and we reported to him 
orally, and he makes a memo to the file about it. 

We tell him, we hear there are large loans out there, but we 
don’t have any of the details. All we can tell you is we hear they 
are there. He says, fine. The confirmation that he is seeking, only 
current loans, and therefore our earlier financing was not relevant 
is indicated by the letter I have just described to you which was 
given to the Fed, that says, in response to your letter. 

This is the information we would ask the shareholder to provide. 

Senator Brown. Did you feel comfortable in not disclosing it? 

Mr. Altman. It seemed immaterial to me. I didn’t think any- 
thing of it. It was a loan that was made. It was a loan that was 
repaid. I didn’t attach any significance to it. We had reported the 
fact that we had purchased stock every year to the Fed. They were 
aware of it - 

Senator Brown. Given the fact, let me just ask about that again. 

Mr. Altman. Sure. 

Senator Brown. Given the fact, and I apologize to my colleague, 
but given the fact that you had had these articles which you refer- 
enced in the memo yourself and there was then circulating a cer- 
tain amount of innuendo regarding the bank and there 

Mr. Altman. There was. 

Senator Brown [continuing]. And there was a significant amount 
of, sort of, hey. First American is owned by BCCI and so forth. Is it 
not fair to say that had you disclosed that you had significant loans 
outstanding, that would have simply excited that process and inter- 
est significantly? 

Mr. Altman. Senator, two points. One, we didn’t have loans out- 
standing. The loans were repaid a couple of years earlier. Bo it had 
nothing to do with this particular allegation insofar as we were 
concerned. 

And second, as I think my memorandum indicates, Mr. Ryback 
subsequently did not even seek us to pursue information about cur- 
rent outstandings. We tell him, we understand there are loans that 
were made subsequent to the original acquisition, and as I indicate 
in the memorandum dated May 8, I will read to you a sentence 
from that meeting. 
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This is what he is telling us, and we are trying to be responsive. 
We weren’t trying to hide the fact that we had loans. It just didn’t 
seem to be of any particular moment. 

Mr. Ryback stated, I am quoting: “That his limited concern was 
only to inquire as to any BCCI financing of the original acquisition, 
in view of information supplied him by foreign supervisory authori- 
ties.” 

We agreed to get permission from Mr. Naqvi to release the BCCI 
letter, the letter where he says there was no lending, so that they 
could check that. And then, I write Mr. Ryback a letter on June 11 
and I say to Mr. Ryback: As a followup to our meeting, this is 
simply to confirm that Mr. Naqvi, “has advised he has no objection 
if the Federal Reserve wishes to show his January 31, 1990, letter 
addressed to me to other supervisory authorities.” 

Then I go on: Again, if you wish us in the future to seek any ad- 
ditional information concerning any financial arrangement be- 
tween First American’s shareholders and BCCI, please let us know. 

So at that point, even the current information as to current out- 
standings, they had indicated they didn’t care if we pursued it and 
that inquiry, as far as the Federal Reserve was concerned lapsed. 

Now two points: The first, from the Federal Reserve and from 
our standpoint, from the standpoint of both the Federal and our- 
selves, frankly, we didn’t think there was anything to these allega- 
tions about nominee arrangements, et cetera. 

So the fact that the Federal Reserve did not seem particularly 
concerned or excitable about reports that there were large out- 
standings didn’t strike me as peculiar. We did personally continue 
to pursue the issue. We had talks with the shareholders and talks 
with BCCI management and in the fall of 1990 when we got this 
report about Mr. Hammoud and the possibility, the dispute as to 
whether he had large loans outstanding relating to this, because it 
related to this earlier inquiry, we provided that to the Fed when 
the information came to our attention. 

I am talking now about the Hammoud letters we were earlier 
discussing this morning. So whenever we got this information, we 
submitted it to the Federal Reserve so that they would now what 
we knew. 

Senator Kerry. Senator Brown, do you have anymore? 

Senator Brown. Mr. Chairman, I just wanted to enter into the 
record some figures that I think relate to our previous conversa- 
tion. The loan that was taken out in July 1986 was at the LIBOR 
rate and the LIBOR rate at that time was 6.75, it does appear that 
that is the rate of interest that was paid the following year. 

That particular rate, the LIBOR rate, the 6.75 percent interest 
was 1V4 to 1% percent below prime in this country at the time and 
at the point it was, the note was due it was about lVi percent 
below prime. So it was significantly below U.S. prime, not compara- 
ble with it, but significantly below U.S. prime at the time. 

Also, in checking with the CRS, the tax law division, they indi- 
cate the applicable Federal rate was below or was above the rate, 
the 6.75 rate. Thus, the Internal Revenue Code provisions, the feel- 
ing is, would apply. In effect, the loan rate, the rate on the loan 
was below the applicable Federal rate, and therefore, I think sig- 
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nificantly raises a question with regard to tax liability in this hear- 
ing. 

Mr. Altman. We would disagree with that conclusion. Senator. If 
I might also note for the committee on the subject we were just dis- 
cussing about Mr. Ryback, there was a letter that I also wrote to 
Mr. Ryback that I did not earlier reference. It is dated February 5, 
1990, and in that letter I state, quote: “My understanding that your 
primary interest is the current state of borrowings from BCCI for 
many of the First American Investors.” 

So this was a letter I wrote to Mr. Ryback to that effect. Could 
you hear me, Mr. Chairman? 

Senator Kerry. Yes. Let me just say that I think we have cov- 
ered a significant amount of territory. There are some areas that 
we definitely have to go into this afternoon. 

I appreciate your patience. What we will do is, according to our 
agreement, I think we will recess for a 2-hour period. We will come 
back here at 2:45 and we stand in recess until 2:45 p.m. 

AFTERNOON SESSION 

Senator Kerry. The hearing will come back to order. I want to 
come back and remind you that you stand sworn already before 
this committee today. 

Let me just announce that we are going to have normal Senate 
interruptions here in a little while. I think we have a string of 
back-to-back votes sometime around 3:30 p.m., and what we will do 

is try to hang in here through the better part of the first vote and 
then go over and take a short recess which I am sure you won’t 
object to. So we will proceed from there. 

There are a number of areas yet to go through and I would like 
to continue to do that. Some of them raise some tough questions, 
but on the other hands, you have both proven yourselves capable of 
dealing with tough questions. I hope that this is proceeding in a 
way that everybody feels is fair and sensitive. 

Turning your attention now back, Senator Brown has sort of in- 
quired about the stock transaction and I think what we are dealing 
with here is not necessarily a single instance in any one place that 
leaps out and says, hey, something wrong happened, but the ques- 
tion of the larger picture that people are looking at, sort of a con- 
glomerate effort 

I want to assure you, the committee intends and we want to get 
some questions in generically about this, about the lessons to be 
learned, about the responses, about what this does or doesn’t repre- 
sent, about the conclusions that you both draw as a consequence of 
what has happened. Some of those conclusions I know are very ob- 
vious. 

Let me raise one issue and this has been a problem for the com- 
mittee since day one, and I think you know that because we ex- 
pressed that to you previously, and that has been the production of 
documents and records. 

And this may be something that counsel wishes, your counsel 
wishes to address, Mr. Bennett, but we have sought a series of doc- 
uments and we have sought their release now from the liquidators 
who are sort of BCCI at this point. And some of those documents, it 
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has been asserted by you because you are the attorneys for BCCI 
are protected by attomey/client privilege. 

We wrote requesting some of these documents, that you be re- 
leased from the attorney/client privilege by the liquidators who 
represent BCCI. The liquidators in turn have requested from you 
that they see some documents in other to determine whether they 
want to release these documents. 

And we have a list of some 20 documents. We received a letter 
from Mr. Bennett on October 23, 1991, a copy of which will be in- 
cluded in the record. 

[The information referred to follows:] 
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Skadden. Arps. Si atf. Mfahhrr k Flom 

14*10 NCW YQfM AVCNUC. N W 
WASHINGTON. D C 20005-2107 

*■** ( 202 ) 303 STGO 

OIPCC’ dial IZOZ) 37 ! 7000 

(?oe» 3-»i 


October 11, 1991 


BY HAND 

The Honorable John F. Kerry 
Chairman 

Subcommittee on Narcotics, Terrorism, and 
International Operations 
Committee on Foreign Relations 
United States Senate 
Washington, D.C. 20510-6225 

Re: Messrs. Clifford and Altman 

Dear Senator Kerry: 


•OSTO* 
•■uSSClS 
CMtCAGO 
hong KONG 
tO" DO* 

LOS ANGCLCS 
NCW VO*« 
SAN rWANC'SCO 
SVONCV 
TOKYO 
TORONTO 
WILMINGTON 


On behalf of Clark M. Clifford and Robert A. Altman, 
by this letter we are providing documents in response to your 
letter request dated September 18, 1991. That request covered 
a vide range of matters over the past fourteen years. In 
responding to this request, we have made good faith efforts 
given the time constraints imposed to identify responsive 
materials from the voluminous files relating to these matters. 


For your convenience, ve have restated below each 
separate request set forth in your letter, followed by our 
responses thereto. The referenced material is contained m the 
separate bound volumes appended hereto. 

1. Request : "On page 21 [of your prepared 
testimony], you state that 'Before accepting the offer [to 
serve as Chairman of First American] however, a fundamental 
agreement was made with the shareholders on the issue of 
authority. 1 Please provide the subcommittee with any written 
documentation of this agreement." 

Response : The specific agreement referenced between 
Sheikh Adham and Mr. Abedi (acting on behalf of the 
shareholders) and Mr. Clifford, that he would accept the 
Chairmanship on flhe condition that he (and the Board of 
Directors) would have complete authority over the management of 
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First American, was an oral agreement. To our knowledge, there 
is no written documentation of this understanding. 

During the course of the April 23, 1981, hearing 
before the Federal Reserve, however, the investors who appeared 
affirmed that their investment was passive in nature, and that 
they intended to leave the management of the bank to 
Hr. Clifford and the American Directors. A copy of the 
transcript of this hearing is appended hereto at Tab 1; we 
direct your attention for example to the investors* testimony 
which appears on pp. 58-39, 65, 67, 68 and 118 of that 
transcript, as well as to Mr. Clifford's statements which 
appear on pp. 39-40, 96, 132-134 and 162. The investors' 
intention to vest control of the bank's operations in its 
American Board of Directors was further evidenced by their 
execution of a five year voting agreement pursuant to which the 
late Senator Stuart Symington, the Vice Chairman of the Board 
until 1988, was given authority to name a voting representative 
for holders of 60% of the outstanding stock of CCAH. A copy of 
the original agreement, and a superseding agreement in July 
1980, is also appended hereto at Tab 1. 


2. Request ; “On page 22 [of your prepared 
testimony), you state 'the law firm of Clifford and Warnke was 
retained, at the express request of the shareholders to serve 
as general counsel to First American.' Please provide the 
document to the Subcommittee." 

Response : The shareholders' request that Clifford & 
Warnke serve as legal representative to First American is 
memorialized in Sheikh Adham’s letter to Hr. Clifford dated 
March 8, 1985, appended hereto at Tab 2. 
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3. Request ; "On page 44 [of your prepared 
testimony), you state that 'unlike the alleged sham loans to 
nominees, our borrowings were real obligations, fully 
documented, and were repaid over three years ago.' Please 
provide the Subcommittee with the loan documents." 

Response : Documents responsive to this request are 
appended hereto at Tab 3. 

4. Request : "On page 46 [of your prepared 
testimony], you state that in response to allegations that in 
1989 and 1990 that BCCI owned First American, ”we made prompt 

inquiries to determine whether there was substance to these 
allegations.' Please provide the Subcommittee with all written 
inquiries made concerning this issue and all responses 
thereto." 


Response : Documents responsive to this request are 
appended hereto at Tabs 4 and 5. 

5. Request : "On page 47 [of your prepared 
testimony], you refer to several conversations with 'top 
management of BCCI' concerning alleged ownership of First 
American. Your oral testimony elaborated: 'We then went to 
the top management of BCCI. I went together with some of the 
other defense attorneys who were representing BCCI. I might 
say that we pursued the issue rather aggressively, and all of 
us believed that the denials which were emphatic were 
credible.' Please provide all documents that reflect your 
inquiries to BCCI management regarding the allegation that 
First American Bank was owned by BCCI, and their responses to 
you." 



217 


Response : Documents responsive to this request are 
included among those appended hereto at Tab 5. Other documents 
responsive to this request are protected from disclosure by the 
attorney-client and work-product privileges. 

6. Request : "On page A3 [of your prepared 
testimony], you state that counsel made a 'private inquiry of 
the accounting firm of Price-Waterhouse ' concerning alleged 
ownership of First American by BCCI. Your oral testimony 
elaborated: 'We also had discussions with Price Waterhouse as 
kind of an independent check. . . Price Waterhouse advised 
counsel that there was no evidence in the record that BCCI had 
financed the original acquisition or had an ownership interest 
in the property. Please provide all documents that reflect 
your inquiries to Price Waterhouse, and their responses to 
you." 


Response : The referenced inquiries to Price 
Waterhouse were conducted orally. One such reference, however, 
is contained in the memorandum dated Hay 8, 1990, which is 
included among the documents appended hereto at Tab 5. 


7. Request : "Also on page A8 [of your prepared 
testimony], you state that you 'attempted to contact all CCAH 
shareholders to advise them of the allegations and to request 
an opportunity to discuss the charges directly with them.' In 
your oral testimony, you elaborated ? 'We pursued this [the 
issue of First American's ownership by BCCI] in direct 
discussions with the shareholders, and we pursued it 
increasingly aggressively as the allegations became 
increasingly in focus.' Please provide all documents that 
reflect your inquiries to the shareholders, and their responses 
to you.'' 


Response s Documents responsive to this request are 
appended hereto at Tab A. 
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8. Request (referencing oral testimony): "Mr. 
Clifford: 1 We'd already checked carefully into BCCI and found 
that they constituted a respectable, credible operation. Now 
we wanted to find out more about the investors. And we did 
find out quite a lot about them. 1 Please provide all documents 
that reflect your inquiries into BCCI and its investors in the 
period 1978-1981." 

Response ; The investors provided to counsel 
certified financial statements, bank references, and references 
from major corporations, which documented their ability to 
purchase First American. Responsive materials we have located 
to date are appended hereto at Tab 6. 

Certain of the investors and certain BCCI officials 
also testified at depositions in the lawsuit filed by FGB, and 
certain of the investors appeared at a special hearing before 
the Federal Reserve Board in April 1981. A copy of the 
transcript of the April 1981 hearing before the Federal Reserve 
is appended hereto at Tab 1. The transcripts of the referenced 
depositions are quite voluminous, but we would be pleased to 
make them available for your review should you so desire. 

Messrs. Clifford and Altman also obtained BCCl's 
annual reports for the time period in question. They also 
reviewed an article which appeared in 1977 in The Economist , 
and press releases issued by Bank of America. These documents 
are also appended* at Tab 6. 


9. Request (referencing oral testimony): "Mr. 
Clifford: 'We aske2 that counsel in the case speak to Mr. Awan 
and his counsel and they did. 1 Please provide all documents 
that reflect your inquiries to Mr. Awan and his counsel, and 
their responses to you." 

Response : Inquiries to and interviews of. Mr.. Awan 
and his counsel were conducted orally. 
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10. Request (referencing oral testimony): "Mr. 

Altman: 'The investors . . . advised us they wanted to keep 

BCCI, as their investment advisor, informed of the financial 
progress of the company.' Please provide all documents that 
reflect statements by the investors as their desire that you 
keep BCCI informed of the financial progress of First 
American. " 


Response : From the outset of their representation of 
the individual shareholders, Messrs. Clifford and Altman 
understood that BCCI served as an investment advisor to the 
shareholders. In addition, during the course of the takeover 
litigation, BCCI served as the communications liaison between 
counsel and the individual shareholders. As a result, a custom 
arose whereby Messrs. Clifford and Altman regularly 
communicated with Mr. Abedi to apprise him of the progress of 
the litigation and related transactions involving the intended 
acquisition of FGB. Messrs. Clifford and Altman were not 
instructed to do so in writing. 

During the course of the regulatory approval 
proceedings, the regulators were informed expressly that BCCI 
would continue to serve as the investors' commercial banker; 
that BCCI would continue to provide advisory and other 
services; and that BCCI would act as communications link 
between the investors and First American. Documents reflecting 
these disclosures are appended hereto at Tab 7. Similar 
disclosures were made by the investors and counsel during the 
course of the , April 23, 1981 hearing before the Federal 
Reserve. A transcript of that hearing is appended hereto at 
Tab 1. (See pp. 54-55, 65, 67-68, 81.) 

11. Request (referencing oral testimony): "Mr. 
Altman: 'Mr. Awatp was interviewed by us. Mr. Awan, contrary 
to what is being suggested, had testimony to give based on what 
he had told us that was very favorable to BCCI. He told us 
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among other things that there were no money laundering 
practices at BCCI. It was testimony that we would very much 
want the Senate committee to hear.' Please provide all 
documents that reflect your communications with Mr. Awan." 

Response : Documents reflecting Mr. Altman's 
communications with Mr. Awan are protected from disclosure by 
the attorney-client and work-product privileges. 

12. Request : "Please provide all documents^that 
reflect your handling of BCCl's response to the Senate subpoena 
in 1988/' 

Response : Documents responsive to this request are 
appended hereto at Tab 8. Other documents responsive to this 
request are protected from disclosure by the attorney-client 
and work-product privileges. 

13. Request (referencing oral testimony): "Mr. 
Clifford: 'I had no prior information about Kamal Adham. 
Sometime later I learned for some period of time he had been 
head of Saudi Arabian intelligence and I learned from others 
that in that regard our intelligence operations had a very high 
opinion of him.' Please provide all documents that reflect 
information you received from any current or past government 
official concerning Mr. Adham* s involvement in intelligence and 
any policy or political matter involving any government." 

Response : We are aware of no documents reflecting 
any such communications. We note that it is not clear even 
today that Sheikh Adham in fact was engaged in intelligence 
activities on behalf of Saudi Arabia. In this regard, the Wall 
Street Journal recently has reported that the "intelligence 
agency" allegedly run by Sheikh Adham employed only four 
persons ; none of whom were involved in intelligence gathering 
activities. 


14 . Request (referencing oral testimony): "Mr. 
Clifford: 'What we did was we said to them [the federal 
regulators] in effect, 'if you, on your own, have investigated 
these individuals and you think they are qualified to own this 
bank, then we will represent to you that we will see that this 
bank is operated \from within the United States and is operated 
honestly, with a group of top Americans, and we will vouch for 
the propriety of the operation of the bank.' Please provide 
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any documents that reflect your reliance on governmental 
investigations of the shareholders of First American as a 
predicate to your decision to become officers of the bank." 

Response : In assuming their management roles at 
First American, Messrs. Clifford and Altman were of course 
reassured by the favorable results of the Federal Reserve 
Board's investigation of the investors, as reflected in the 
Board's approval of the CCA. I application. They were further 
reassured by the investigative efforts undertaken by the New 
York Banking Department, as described in the October 12, 1982 
letter from Mr. Alan R. Cohen to Congressman Rosenthal. The 
quoted testimony, however, was not necessarily intended to 
suggest that Messrs. Clifford and Altman relied on government 
investigations of the shareholders as a "predicate" for their 
decision to become officers of First American. 

15. Request (referencing oral testimony): "Mr. 
Altman: ‘We did talk to the Federal Reserve. We did provide 
them with the information that we had gathered. When we 
learned that there were loans to these shareholders, even 
unconfirmed reports, we presented that information to federal 
regulators. 1 Please provide any documents that reflect your 
provision of information to the Federal Reserve concerning 
reports of loans to the shareholders of CCAH." 

Response : The documents responsive to this request 
are appended hereto at Tab 5. These materials demonstrate that 
soon after William Ryback's initial inquiry in December 1989, 
Mr. Altman conveyed to Mr. Ryback then-known information that 
responded to the inquiry. Specifically, as reflected in the 
Federal Reserve's files in a January 9, 1990 "Note to File" 
written by Mr. Ryback, Mr. Altman informed the Federal Reserve 
of reports that some CCAH shareholders had borrowed 
"substantial funds from BCCI . . . [and that] [s]ome of the 
borrowings may be supported by a pledge of Financial General 
Stock." The provision of reports and documentation relevant to 
Mr. Ryback's questions about the financing of the Financial 
General tender offer and outstanding obligations of CCAH 
shareholders continued through 1990 and 1991. 

16. Request : "Please provide any documents that 
reflect any communication involving you or the firm of Clifford 
& Warnke, and Mohammed Hammoud , his representatives, and his 
estate . " 



Response : Written communications with Mr. Haramoud's 
counsel, his accountant and representatives of his estate are 
appended hereto at Tab 9. 

17. Request : "Please provide any documents that 
reflect any lobbying activities undertaken by Clifford & Warnke 
and by any of its attorneys or agents on behalf of BCCI.” 

Response : In January 1990, Clifford & Warnke filed a 
report with the Office of the Clerk of the U.S. House of 
Representatives, pursuant to the Federal Regulation of Lobbying 
Act, registering as an agent of BCCI S.A. and BCCI (Overseas; 
Ltd. This registration was terminated as of April 1990. 
Appended hereto at Tab 10 are the referenced registration and 
termination forms. 


* if 

We trust this material is responsive to your request. 


Sincerely, 

Robert S. Bennett 




“Carl S. Rauh 


Enclosures 
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Nussbaum&Wd 


One Thomas Circle 
Washington, D.C. 20005-5802 
(202)833-8900 
Telecopier (202) 466-5738 
Telex 754771 


October 23, 1991 


Jonathan M. Winer, Counsel to 
Honorable John Kerry, chairman 
Subcommittee on Terrorism, Narcotics 
and International Operations 
United States Senate 
Washington, D.C. 20510 


Dear Mr . Winer : 


Martin R. Batch 
James P. Davenport 
Eric L Lewis 
Michael Nustbaum 
Jeffrey D. Robinson 
Lois J. Schiffer 
Michael B. Waitzkin 
Robert L. Wald 
Benjamin L Zelenko 

Robert L Dodge 
Lori E. Fox 
Bruce R. Grace 
Virginia A. S. Kling 
Mark J. Leimkuhler 
Jean M. Scott 
Rima Sirota 
A. Katherine Toomey 
Of Counsel 

Russell M. Frank 


We write in response to your letter of October 15, 1991, 
requesting that our clients — the Commissaires of BCCI Holdings 
(Luxembourg) S.A., appointed by the District Court of Luxembourg, 
the Commissaire of Bank of Credit and Commerce International S.A., 
appointed by the District Court of Luxembourg, the Joint 
Provisional Liquidators of Bank of Credit and Commerce 
International S.A., appointed by the High Court of Justice in 
England* and the Joint Provisional Liquidators of Bank of Credit 
and Commerce International (Overseas) Limited, appointed by the 
Grand Court of the Cayman Islands — waive BCCI's attorney-client 
privilege with respect to certain documents referred to in the 
October 11, 1991 response to the Subcommittee's document request to 
Clark Clifford and Robert Altman which you have furnished to us. 

We are not in possession of and have not seen the 
documents for which you have sought a waiver. Accordingly, after 
receiving your request, we contacted the law firm of Skadden, Arps, 
Slate, Meagher & Flom, which represents Messrs. Clifford and 
Altman, and requested an opportunity to examine the documents which 
were withheld on a claim of privilege. Our purpose was to review 
the specific documents to determine whether a waiver of privilege 
was consistent with our court-appointed clients' fiduciary duties. 
A copy of our letter requesting the opportunity to review the 
withheld documents \is attached. We have not yet received a 
response but understand that the attorneys for Messrs. Clifford and 
Altman are considering our request. 

Because we have not to date been provided access to the 
withheld documents we have been unable to conduct the necessary 
review. Absent such a review, our clients simply cannot, 
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Nussbaum&Wikl 

Jonathan M. Winer - 2 - October 23, 1991 


consistent with their fiduciary duties, waive privilege. 
Accordingly, we cannot at this time reach any judgment as to our 
clients' position on your requested waiver. 

We are continuing our efforts to arrange a review of the 
documents at issue, and will advise you when that review has 
occurred and our clients are in a position to respond to your 
request. We remain prepared to cooperate with the Subcommittee and 
will continue to produce documents responsive to the Committee 
subpoena as they are available. In that regard, we note that, 
during its October 22 hearing, the Subcommittee used some of the 
approximately 100,000 pages of documents our clients have already 
produced . 



Enclosure 
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Nussbaum&Wald 


One Thome* Circle 
Washington. D.C. 20005-5802 
(202)833*8900 
Telecopier (202) 466*5738 
Tele* 754771 


October 18, 1991 


BY-gftgjlMIlS 
Fran Wetzel, Esq. 

Skadden, Arps, Slate, Meagher t Flos 
1440 Hew York Avenue, NW 
Washington, DC 20005 

Re: BCCI: Lawyer-Client Privilege 


Motu R. Buch 
James P. Davenport 
Eric L Lewi, 
Michael Nuasbem 
Js Bttj D. Robutaoo 


Michael B. Waitikia 
RabcnL Wald 
Baojaain L Zeleako 

Robot L Dodge 
Lori E. Fa 
Bruce R. Grace 
Vupaii A. S. IQing 
Mail J. 1 ^aimlruhler 
Jean M. Scott 
Rims SboU 
A. Katherine Tbooejr 
Of Cm! 

Russell M. Fnuik 


Dear Fran: 


1 am writing to follow our conversations over the past 
two days regarding certain documents that have been withheld from 
production to the United States Senate and the grand jury sitting 
in the District of Columbia by your clients Clifford & Warnke, 
Clark Clifford and Robert Altman upon an assertion of the Bank of 
Credit and Commerce International's attorney-client privilege. 

As you know, this firm represents the Commissaires of 
BCCI Holdings (Luxembourg) S.A., appointed by the District Court of 
Luxembourg, the Commissaire of Bank of Credit and Commerce 
International, S.A., appointed by the District Court of Luxembourg, 
the Joint Provisional Liquidators of Bank of Credit and Commerce 
International, S.A., appointed by the High Court of Justice in 
England, and the Joint Provisional Liquidators of Bank of Credit 
and Commerce International (Overseas) , Ltd. , appointed by the Grand 
Court of the Cayman Islands. 

On behalf of our clients, we hereby request an 
opportunity promptly to review the documents at issue in order that 
our clients may make a determination as to whether they wish to 
waive their attorney-client privilege. 

Please advise me a6 soon a6 possible how you wish to 
proceed with this request. 



MBW/pab 
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Skadden, Arps, Slate, Meagher & Flom 

1440 NEW YORK AVENUE. N.W 
WASHINGTON. DC 20005-2107 

fak (202) 393 3760 

DIRECT dial ( 202 ) 371-7000 

(202) 37i 

October 23, 1991 


BY HAND 

Mr*. Jonathan Winer 
Legislative Assistant to 
Senator John F. Kerry 
421 Russell Senate Office Building 
Washington, D.C. 20310-2102 

Re: Messrs. Clifford and Altman 

Dear Mr. Winer: 


BOSTON 
BRUSSELS 
CHICAGO 
HONG KONG 
LONDON 
LOS ANGELES 
NEW YORK 
SAN FRANCISCO 
SYONEY 
TOKYO 
TORONTO 
WILMINGTON 


In response to your letter request of October 17, 
1991, enclosed please find an index of documents withheld from 
the Subcommittee on the basis of the attorney-client privilege 
and/or the attorney work-product doctrine. As you requested, 
we have identified the documents by date, author, addressee, 
type, and recipients ) . 

Thank you for your continued assistance in this 

matter. 


Sincerely, 

Robert S. Bennett 


Enclosure 
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INDEX OF DOCUMENTS WITHHELD ON THE BASIS OF 
THE ATTORNEY-CLIENT PRIVILEGE AND/OR 
WORK PRODUCT DOCTRINE 


1. Date: 

Author: 

Addressee: 

Document Type: 

Recipient (s)/Distribut ion: 

2. Date: 

Author: 

Addressee: 

Document Type: 

Recipient(s)/Distribution: 

3. Date: 

Author: 

Addressee: 

Document Type: 

Recipient (s )/Di st ri but ion: 

4. Date: 

Author: 

Addressee: 

Document Type: 

Recipient(s) /Distribution: 


5. Date: 

Author: 

Addressee: 

Document Type: 

Recipient (s)/Distribut ion: 


None indicated 
None indicated 
None indicated 
Confidential Memorandum of 
Client/Witness Interview 
None indicated 

August 2}, 1988 
Robert C. Sanders, Esq. 

The File 

Confidential Attorney 
Memorandum 
None indicated 

September 30, 1988 
John F. Kovin, Esq. 

The File 

Confidential Attorney 
Memorandum 
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Senator KERRY.In response to your letter request of October 17, 
please find an index of documents withheld from the subcommittee 
on the basis of the attorney/client privilege and/or the attorney 
work product doctrine. 

And you have identified those by date, author, addressee, and 
type and there are some 20 of them. My question to you is why, 
given the fact that we want to shed light on this thing and you do, 
you are not willing to waive that privilege or is that something you 
can’t do at this point. Does it have to be done only by the bank? Is 
there any reason the bank doesn’t have the documents? 

Mr. Bennett, if you want to respond, I invite you to the table. 

Mr. Clifford. I think it would be best if our counsel responded. 

Senator Kerry. All right. 

Mr. Bennett. Senator, Mr. Clifford and Mr. Altman have never 
asserted any privileges on their own behalf. There is a very compli- 
cated issue as to who can speak for BCCI and waive BCCI’s privi- 
leges. I am advised that daily, representatives from country-after- 
country are coming forward and claiming that they represent, they 
are the liquidators and lawyers come forward and say they repre- 
sent the liquidators, and we have advised that until we are certain 
as to who is in a position to waive privileges on behalf of BCCI, we 
feel that we have no alternative but to respectfully submit to you a 
letter such as we submitted to you where we identified the docu- 
ments and the basis for their being withheld. 

We could be exposed, my clients could be exposed if they submit 
something without their being clear authority to waive and in sim- 
pler times, Mr. Chairman, when it was reasonably clear who did 
represent— and what BCCI was, we were advised that they did not 
waive the privilege. 

Senator Kerry. Let me ask you a question here, appreciating 
what you have said, their last attorneys of record, Patton & Boggs 
inform us that Nussbaum & Wald represent the liquidators in 
BCCI. 

Nussbaum & Wald have indeed asserted that notion and they 
have, I believe, written to you saying — let me just find the appro- 
priate letter here. 

Mr. Bennett. I am familiar with the letter, Senator. 

Senator Kerry. All right. We received a letter from them to us, 
hand delivered October 23, yesterday, and they said: We write in 
response to your letter requesting that our clients, the Commis- 
saires of BCCI holdings, appointed by the District Court of Luxem- 
bourg, the Commissaire of the Bank of Credit and Commerce Inter- 
national appointed by the District Court of Luxembourg, the Joint 
Provisional Liquidators of Bank of Credit and Commerce Interna- 
tional appointed by the High Court of Justice in England, and the 
Joint Provisional Liquidators of the Bank of Credit and Commerce 
International Overseas Limited, appointed by the Grand Court of 
the Cayman Islands, waive BCCI’s attorney/client privilege with 
respect to certain documents referred to in the October 11 re- 
sponse. 

So they have indeed acted to waive. Their problem in not being 
to waive fully is that they haven’t gotten the documents from you. 

Mr. Bennett. That is only one part of it. There is an assertion 
that they waived, but what they are waiving is whatever power 
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they have. The issue of what power they have is very complicated. 
1 have the highest regard for that law firm, but Senator, I can 
assure you that the issue of who BCCI is today and who has the 
authority to waive the privileges is by no means clear. 

There are, as I say, based on inquiries I have made, liquidators 
coming out of the woodwork literally, Senator, claiming that they 
represent BCCI. And I respectfully- 

Senator Kerry. Are you challenging the authority of the bank- 
ruptcy court of New York with respect to this proceeding? 

Mr. Bennett. I am not challenging the Bankruptcy Court in 
New York, what I am saying is that there are claims throughout 
the world as to who truly represents BCCI in terms of the power to 
waive privilege. It is a very complicated issue, and I would — — 

Senator Kerry. We are talking about U.S. jurisdiction, aren’t 
we? 

Mr. Bennett. We are talking about — — 

Senator Kerry. I am not sure that they would have a right to 
withstand a subpoena from the Senate of the United States on that 
basis, would they? 

Mr. Bennett. I am not quite sure I understand. Could who with- 
stand? 

Senator Kerry. Well, if we are operating within U.S. jurisdiction 
and the documents are in the United States and the bankruptcy 
court which is the only entity that I know of in the United States 
of America appointed to deed with this matter in this country is 
willing to waive privilege. What is the issue? There is no jurisdic- 
tion of another country over those documents. 

Mr. Bennett. No. What I am saying, Senator, is 1 would have to 
study the bankruptcy court opinion. I do not think that bankruptcy 
court opinion establishes who has the power to waive the privilege. 
I made 

Senator Kerry. Well, they obviously have waived it as to the 
matters that they have already looked at. 

Mr. Bennett. To the extent that they believe that they have it, 
Senator, I am telling you that I have made inquiry 

Senator Kerry. So you are challenging their power? 

Mr. Bennett. I am not challenging the power of the court. What 
I am challenging is that it is very complicated at this point to de- 
termine who can waive the privilege on behalf of BCCI. 

I understand, Senator, that it is not even known at this time who 
owns BCCI, quite apart from the issue of the original nominee 
status. This is something that the liquidators, all of whom claim 
powers, and I don’t believe that they even recognize necessarily 
each others’ powers. It is just something that is going to have to be 
resolved. 

I would be happy to work with your staff on it. Senator. 

Senator Kerry. The questions that we have submitted are ques- 
tions with respect to compliance with U.S. Senate subpoena. They 
are not questions that involve any foreign ownership or any for- 
eigners. 

Mr. Bennett. I understand, Senator, but there are privileges of 
work product and attorney /client privilege that are well recognized 
in the courts of this country and the only thing that we are asking 
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is for there to be a definitive answer as to who has the power to 
waive the privilege on behalf of BCCI. 

And I respectfully submit to you that it is very much in dispute. 
I would be happy to work out with your staff. I will contact the 
various liquidators and see if I can get an answer to my question. 

Senator Kerry. I would obviously appreciate that. 

Mr. Bennett. Thank you, Senator. 

Senator Kerry. But might I say to you, given what we know to 
be the substance of some of those things, it is the kind of thing that 
sort of just raises another question mark and makes us, forces us 
into this kind of dialog. 

Mr. Bennett. I understand, Senator, but I ask you too to please 
understand 

Senator Kerry. I respect that, and we will try to work it out. We 
will see if we can work it out. 

Mr. Bennett. As you noted earlier, we have been fully coopera- 
tive with you 

Senator Kerry. Let’s see if we can work it out. 

Mr. Bennett. We will try to work it out. 

Senator Kerry. Let’s try to work it out. Let me come back now 
to one of the other critical issues here. There are a number of 
issues that still remain sort of part of the overall puzzle, and we 
need to ask the questions in order to understand the relationship 
because so much has been written about it and it is obviously part 
of the pattern that the documents set in front of us. 

This morning, in response to my questions, Secretary Clifford 
said that there was indeed a separate management, and that were 
was a separateness in the undertakings, notwithstanding that Mr. 
Abedi would advise, that there would be an advisory role so to 
speak representing the shareholder interest. 

What I would like to ask you to do if you would please is address- 
ing document No. 11, to start with, this is — these are just a sam- 
pling of documents. Needless to say, as 1 said earlier, this is not a 
forum in which to — we are not going to — we just don’t have time to 
go through everything. 

But looking at the document No. 11, it is on Bank of Credit and 
Commerce International stationary and it is a Mr. Khusro Kara- 
mat Elley and I think you know who Mr. Elley is, correct? 

Mr. Altman. Yes, sir. 

Senator Kerry. Mr. Elley worked for First American at one 
point? 

Mr. Altman. Yes. 

Senator Kerry. Do you remember what period of time? 

Mr. Altman. He joined the bank officially in July 1983, I think 
that is what the records indicate, and was active in the bank until 
this year. 

Senator Kerry. What was his title or his office? 

Mr. Altman. He was a senior vice president at First American 
Bank of New York. I think he had different functions over the 
years. They involved financial planning and the like. 

Senator Kerry. At the time that he wrote this, October 14, 1982, 
he was submitting to a Mr. Shoaib of the Central Planning Divi- 
sion at BCCI London a monthly performance report for the month 
of September 1982. 
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And he says: Enclosed is the report of certain activities of the 
representative office, that is BCCI for 1982. Notable exceptions not 
included in the report are as follows: One, attending the IMF con- 
ference held in Toronto; and two, this is what I am interested in, 
advising First American Bank in the acquisition of space for their 
New York bank. Signed, Mr. Elley. 

Now why is Mr. Elley of BCCI doing a monthly report to BCCI 
about the acquisition of space for First American? 

Mr. Altman. Senator, I can answer this. If you would indulge 
me, let me put this in context. 

First, I might say that to the best of my recollection until last 
night I had never seen this letter before or the other letter under 
this tab. So it’s a little hard for me to say what the author of the 
letter had in mind. I had never seen it and had never discussed it. 

But I can describe for you what was happening at that time 
period, which I think would make sense of this. 

We completed the regulatory proceedings relating to the acquisi- 
tion of First American before the Federal Reserve in August 1981. 
We still needed to get one final regulatory approval and that was 
from the State of New York. We went before the State of New 
York and it was a very difficult situation because of political and 
ethnic considerations that arose in the context of those proceed- 
ings. 

And our application before that banking board in the fall was 
initially rejected and denied. And we then had discussions with the 
staff of the banking board. At that time, Financial General, the 
company being acquired, the predecessor to First American, owned 
two banks in New York State. One was a very small bank in 
Albany, NY, called Community State Bank. It was about $70 mil- 
lion, $75 million in assets, as I recall. The important bank was 
called the Bank of Commerce in New York City, a much larger 
bank. 

The Bank of Commerce board opposed the acquisition. They did 
not wish to be acquired as often happens in times of corporate ac- 
quisitions and had posed this before the banking board. Ultimately, 
a resolution of the matter occurred when the group agreed that if 
the application were approved, the Bank of Commerce would be 
sold. Indeed, it was to be sold to the directors. That was the origi- 
nal agreement, although they ended up not acquiring it as they 
couldn’t raise the financing. It was sold to another bank. 

But there was a program then that the Bank of Commerce, the 
New York City bank, would be sold. The investors were left in the 
posture, in effect, of starting a new bank. When we were going 
through the regulatory proceedings before the Federal Reserve this 
was, of course, completely unforeseen. We didn’t anticipate that we 
wouldn’t acquire the bank in New York City. And the condition 
that was agreed to with the banking board in New York was that if 
the Bank of Commerce were sold a license would be granted for the 
little Albany bank that remained in New York to open in New 
York City, to gain a license to branch into New York City. And it 
shifted its headquarters to New York City. 

When the acquisition was completed in the spring of 1982 we 
were then in a very awkward and, to some extent, unhappy pos- 
ture. We were under an obligation to sell the New York City bank. 
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And we were under a need to set up a new bank and really set it 
up from scratch. We had nothing in the city. We had no staff. We 
had no location. We had no resources. It put us, as I say, in a diffi- 
cult position. 

Now throughout the takeover litigation and during the regula- 
tory proceedings, we essentially had two contacts in New York. 
One was the law firm of Wachtell, Lipton, Rosen & Katz that was 
cocounsel with us and represented the shareholders during these 
proceedings. And the other was BCCI which had a representative 
office and was acting as the investment advisor. 

And we used those resources to try to get set up in New York. 
Our first obligation was to try to find space so that we could open 
the bank in New York. And there was some urgency about doing 
that because we were under pressure to sell the Bank of Commerce 
and we didn’t want to sell that bank until we had been granted the 
right, officially, to open the new bank. And that required us to 
have space that was leased. 

And so we went to the people we knew at Wachtell, Lipton and 
we asked the attorneys did they know of space in the city. And 
they did. And they recommended space. And we went to BCCI’s 
representative office in New York, which was then headed by this 
man, Elley. And he also attempted to assist us by telling us of bro- 
kers or space that he was aware of. And, indeed, this was some- 
thing that I worked on personally. 

But I was not in New York City and when I would go up there 
and I was to get back messages or information, I would usually ask 
people to send it either to BCCI in New York or to the New York 
lawyers. They acted, in effect, as a local contact for us. 

And so BCCI was trying to be helpful to us. Now this did not 
seem particularly out of the ordinary. BCCI had recommended this 
investment to these important clients. And an investment advisor 
certainly wants the investment to be successful. That’s how you 
remain the investment advisor. And so this may be a long answer, 
but I think you have to understand the context. 

What I am assuming happened is that Mr. Elley is reporting on 
what he has been doing to his superiors in London. And he reports 
that he has given us some information on space that we might ac- 
quire. 

Senator Kerry. Was it limited to space? I mean, was this all that 
BCCI was doing? 

Mr. Altman. No; BCCI generally tried to help us get established 
in New York. 

Senator Kerry. This occurs very shortly after the whole go 
around with the permission of the takeover, correct? 

Mr. Altman. Sure. 

Senator Kerry. Muckenfuss had accepted that based on the rep- 
resentation of the letter earlier. Leaving out the in the future, 
leaving out the financial transactions themselves, the management 
and affairs were supposed to be separate. It seems to me that you 
began, almost immediately, the very thing that they had feared, 
which was an interrelationship, a financial dependency, a sort of 
intermingling of the affairs. 

Mr. Altman. Senator, if I might, I don’t think that’s the way I 
would characterize it. 
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Senator Kerry. Well, let me ask a few more questions about it, 
then and then see. 

Mr. Altman. Sure. OK. 

Senator Kerry. Three months later, directing yourself to the 
next document, there is a letter to Mr. Naqvi. 

Now you have testified that Mr. Abedi was your communications 
link and Mr. Abedi was the advisor for the group. Here is a letter 
to Mr. Naqvi on Bank of Credit and Commerce stationary by Mr. 
Elley — a meeting was held between myself and Mr. Altman in New 
York in which the following subjects were covered, not only the 
subletting of space, but selection of board directors, recruitment of 
key staff, selection of auditors, selection of lawyers, compensation 
package, including fringe benefits, projections for first year’s oper- 
ations, coordination with holding company and shareholders. 

Now these are some of the most important decisions that a new 
bank would make. And here is Mr. Elley reporting to Mr. Naqvi at 
BCCI on this transaction. Why is that not directly in contravention 
of what Mr. Muckenfuss was talking about? 

Mr. Altman. The understanding that we had with the regulatory 
authorities was that BCCI was not going to make the decisions, 
that control over the operation would remain with Mr. Clifford and 
the board of directors. 

Senator Kerry. I am sorry to interrupt you there, Mr. Altman, 
but is that not kind of a nicety? I mean, are we not really talking 
about differences without a distinctions, distinctions that are not a 
difference? 

I mean, here you are sitting there reporting to Mr. Naqvi or talk- 
ing with him about the recruitment of board directors, et cetera. 
And it is Mr. Elley reporting. It is not you reporting. You are the 
lawyers, you are supposed to have the communications link with 
Mr. Abedi. 

Mr. Altman. Senator, if I might, a couple of points. 

The first is that while Mr. Abedi was the individual who had the 
close, personal relationships for the most part with these Middle 
Eastern investors, it wasn’t Mr. Abedi personally who was desig- 
nated as the communications link. It was BCCI, the institution. 
And Mr. Naqvi was his right-hand man who later succeeded him. 

Senator Kerry. It seems to me that makes it even more compli- 
cated. BCCI as the bank is the entity and not Abedi. You have a 
real problem here in terms of dealing with the separateness. 

Mr. Altman. I am trying to explain what the understandings 
were. 

It was understood by the regulatory authorities at the time, not 
that Mr. Abedi was the advisor to the shareholders, not that Mr. 
Abedi was the communications link, but that BCCI performed and 
would continue to perform those functions. That was expressly dis- 
closed to the regulators during the regulatory proceedings in 1981. 
I can refer you again 

Senator Kerry. Was that not expressly objected to by them after- 
ward? 

Mr. Altman. No, sir. 

Senator Kerry. That is not what this letter means? 

Mr. Altman. You are not talking about Mr. Ryback’s letter? Are 
you talking about the letter that Mr. Muckenfuss wrote? 
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Senator Kerry. Yes. 

Mr. Altman. Mr. Muckenfuss was writing an opinion for the 
Comptroller of the Currency to the Federal Reserve, giving the 
Federal Reserve their comments on the application. They are not 
the decisionmaker. 

Senator Kerry. I understand. 

Mr. Altman. The Federal Reserve and, indeed, the Comptroller 
understood that we were going to have a continuing relationship 
with BCCI. It was stated expressly in the application. It was stated 
at the hearing. Some of the hearing examiners made that com- 
ment, that they recognized that BCCI was going to continue to pro- 
vide this service. 

This was not anything that was unknown to them. But the basic 
understanding was that the control over First American was going 
to be exercised by the American board. And I refer you again to 
the comments made by Mr. Clifford in his opening remarks. They 
have now come in and done intensive audits of First American. 
They did them all through the years. 

And when this allegation arose they came in with this wide-rang- 
ing, intensive coordinating audit of the holding company and all 
the banks. And the conclusion that has been reached insofar as it 
has been reported is they find no evidence of any BCCI control over 
First American. And that is the issue. 

Senator Kerry. Well, control is a fascinating issue here. You are 
absolutely correct. 

There are many definitions of it, actual, constructive, legal, and 
so forth. And there is such a thing as hidden control. I mean, that 
is another nature of the beast where you can have all kinds of 
things happening on one side and then there can be real control 
that is not even hidden, excuse me, that is not exercised, neither 
constructive nor implemented, but it can exist, to be exercised at 
some appropriate moment. So control is a very big question that is 
sort of dangling out there. And I do not think anybody has a 
handle on it yet. 

But, proceeding, just to sort of go through these various things 
that sort of go to this issue of control or what is at stake here. And 
this is really just part of the confusion. 

I do not know what it all means. I just know that it raises a 
question. And you cannot help but ask it. For instance, turning to 
the next document, you have Mr. Naqvi again receiving a letter 
from Mr. Elley in which Mr. Elley says “Re: The Board of Direc- 
tors, First American Bank.” He says, 

I am enclosing for you the particulars of an individual who I've known for the last 
4 or 5 years and who I consider to be eminently suitable to be a member of the 
board of directors of the First American bank of New York. 

Mr. Richard Paget is president of a very prestigious management consulting firm. 
He's on the board of a number of companies including the Washington Post. My 
relationship with him is fairly close and I feel we could not only use his name, but 
also his contacts which are at very high levels. Mr. Paget is 69 years old. Recently 
he's been awarded the U.S. Navy Civilian Service Medal and has agreed to become 
chairman of the American Friends of the Australian National Gallery Foundation. 

I would like you and Mr. Abedi to meet him on your visit. Yours truly, Khusro 
Karamat Elley. 

Now here you have Mr. Elley who works for BCCI writing a 
letter to Mr. Naqvi regarding the board of directors of your bank, 
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and he says, I am enclosing, who I’ve known, who I consider to be, 
who I feel, I would like you to meet him on your next visit. There 
is no mention of Mr. Clifford or Mr. Altman. There is no mention 
of CCAH. This seems to be a totally, sort of, BCCI operation with 
respect to the board of directors of your bank. 

Mr. Altman. Senator, I have several comments to make because 
I think they are indicated. 

. As I stated initially, we had a very unusual situation that devel- 
oped in New York. And you are focusing on a period nearly 10 
years ago, very limited in time, and it’s appropriate that the com- 
mittee look at it. But fairly, the committee should look at what 
happened at First American for the decade that we managed this 
property in New York and in Washington and in Maryland and in 
Virginia and in Tennessee and in Georgia and in Florida and all of 
the various subsidiaries we had. 

And I think that you will conclude that there was no control 
over First American by BCCI. I gave you two quick commonsense 
indications of that. One, there is a perception that BCCI is a cor- 
rupt institution and that it engaged in misdeeds around the world. 
Now if BCCI was controlling First American for 10 years, presum- 
ably you would find some indication of that. But you do not. 

Senator Kerry. In what sense? What do you mean by that? I 
mean, when you say 

Mr. Altman. BCCI, if you accept the allegations, I don’t know 
whether they are true, but accepting them for purposes of discus- 
sion, that BCCI engaged in everything from financing terrorists to 
money laundering and all this parade of horribles, account manipu- 
lations, fraudulent statements, cheating depositors, et cetera 

Senator Kerry. I do not think that happened in First American 
and I do not think anybody has suggested that. 

Mr. Altman. I am making two basic points. 

Point No. 1 is there is, the evidence is, I think, quite clear that 
First American was operated honestly. 

Senator Kerry. I agree with 

Mr. Altman. If we were controlled 

Senator Kerry. To the best of my knowledge, I absolutely agree 
with the basic premise that the bank as we knew it in Virginia, 
Maryland, Washington, I have not discovered any impropriety in 
the day-to-day operations. 

But that is sort of skirting the issue, I think. And I am just 
trying to put in front of you what the issue is that keeps coming 
back. 

The issue is did Mr. Abedi set out on a quest, which according to 
the testimony of countless people now, Mr. Rahman, Mr. Sakhia, 
people who were part of this bank, have talked about his goal of 
entering the U.S. market, of gaining a foothold in America. And he 
tried several times in several places. Everybody knows he wanted 
to do this. It is part of the regulatory record. It is no mystery. He 
wanted to be in the American market. 

And he could not do it with an outright purchase initially be- 
cause Bank of America was there and then there were some prob- 
lems in what they were able to disclose. And they did not want to 
come under one regulatory head at first. 
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So they found their shareholders, maybe without you even know- 
ing it, obviously. You have so testified and nobody has shown to the 
contrary. He comes up with this investment group, puts them in as 
First American and First American now has a group of sharehold- 
ers from the Middle East run through Mr. Abedi who very cleverly 
is managing this group from the Middle East, getting a foothold in 
America. 

And you are representing it very effectively and competently. 
You are wearing a lot of hats. You are attorneys for BCCI, attor- 
neys for him, attorneys for the bank, president and manager of the 
bank. It is very tight. So nobody knows really whether 10 years 
from then he expected to cash in, maybe buy you out, have a foot- 
hold, have built it up. 

But that is the issue that is lurking here, is what was going on. 
Now I am willing to allow — let us say we leave the New York situ- 
ation for a moment. You say that that is a situation that was set 
up because you had an urgent need to deal with the New York 
bank. 

Mr. Altman. But I am not saying that anything inappropriate 
was done despite the urgency of the situation. I am just trying to 
describe for you what happened. 

Senator Kerry. I accept that. I just want to move on from that. 

Accepting that, you have said that it was a legitimate sort of re- 
lationship, that you noticed the Fed would continue and this was 
an urgent situation, so they were helping you in the context of the 
urgent situation. Is that fair? 

Mr. Altman. Yes, sir. But they were not making the decisions. 

The decisions remained with the American group as we had said 
to the Federal Reserve. 

If I could just complete the thought that I had a few moments 
ago. 

Senator Kerry. Sure. 

Mr. Altman. One, I say that, again, we proved the negative. Did 
BCCI control you? We say no they did not. We point at the evi- 
dence that if BCCI is a criminal organization as has been alleged, 
why from a commonsense standpoint do you find no indication of 
that at First American? Why is there none of the practices at First 
American that are said to be in other parts of the BCCI operation 
if we are really a part of BCCI? That is point 1. 

Senator Kerry. Do you want me to answer that? 

Mr. Altman. Certainly. 

Senator Kerry. Because it is, I mean, I can give you an answer. I 
do not know if this is the real answer. But because it obviously did 
not serve their interests. They did not have the kind of sort of, they 
had conceivably the sort of expectancy control and expectancy own- 
ership through their knowledge of the shares they held because of 
the financing mechanism. 

But, indeed, they wanted you out there, out front, controlling 
and growing and moving on the day-to-day decisions because ulti- 
mately they wanted an asset that was a big asset, that had grown. 
And they did not want to upset the American marektplace. There 
is ample evidence that they continually sought ways to avoid 
coming under the U.S. regulatory process precisely because they 
would then not have had the freedom they had in the Cayman Is- 
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lands, Panama, and other places to do the kinds of things that they 
were doing. 

So, that is, I think, the answer to your statement. 

Mr. Clifford. Senator, I have refrained from interrupting. 

As Mr. Altman and I started together, and as we have continued 
through the last 9 years, we would separate the areas of responsi- 
bility. New York was one of his areas of responsibility. So I have 
not interfered. 

You cannot look at any of these comments without understand- 
ing that the relationship and agreement between Mr. Abedi and 
me was such a final and definite and unequivocal one. I told you 
about the understanding when I first agreed to take over the chair- 
manship. 

The agreement was that I would have total responsibility and I 
would have total authority. He never violated that at any time. He 
can make suggestions. He can make offers of help. But when the 
time came to make decisions, he did not make any one of these de- 
cisions in any way. The board and I made them all. 

Now we turned for help in New York to BCCI because we needed 
the help of a banking organization that had a background in for- 
eign banking. Mr. Altman and I had no background in foreign 
banking. Keep in mind, New York was just one of our eight banks. 
And I think constitutes maybe 15 percent of the assets of First 
American. So it was not by any manner of means our most impor- 
tant. It offered the most serious problems because we had to start a 
bank from scratch, literally. We bought chairs and tables and type- 
writers and pencils and erasers. We started right from the begin- 
ning. 

We needed the help we could get. We turned to Wachtell, Lipton 
for help. We turned to two or three banking advisory groups for 
help. We turned to Abedi and his organization for help. And by all 
working together, we got the bank started. But all during that time 
they were assisting us, they did not make one decision. 

Senator Kerry. Is it possible, Mr. Secretary, that Mr. Abedi and 
the group around him were convinced that they owned First Amer- 
ican and they did not need to make decisions, but that they viewed 
it as part of their holdings, without your being aware? Is that 

Mr. Clifford. You ask if something is possible. It never entered 
our mind at the time because we never had the slightest indication 
that BCCI owned any stock in First American or even contemplat- 
ed ever owning any stock. We accepted them in their capacity as 
representative of the investors who were our bosses. 

Senator Kerry. Did there not come a time when one of you saw 
a printed brochure of BCCI with First American in it and you dis- 
cussed that with Mr. Abedi? Do you recall that incident? 

Mr. Clifford. No, I do not. 

Mr. Altman. I don't either. 

Senator Kerry. Let me direct your attention to article 2, docu- 
ment No. 12, which are the minutes of the U.S. marketing meeting 
held on April 24 in New York. 

The following attended the meeting: Mr. Aijaz Afrifi, Mr. Tariq 
Jamil, Mr. Khusro Karamat Elley, and then seven other people are 
listed. The seven other people are all employees of BCCI. But at 
that point in time, Mr. Elley represented First American in New 
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York. Mr. Tarig Jamil was running National Bank of Georgia, a 
bank that they do not own yet, but which has the BCCI logo. And 
Mr. Afridi is representing, I believe, First American. 

So here you have a minutes of a U.S. marketing meeting held in 
1985. And I read from the matters discussed, purpose of the meet- 
ing. 

Mr. Afridi opened the meeting and emphasized that the purpose of the meeting 
was to coordinate the efforts of different locations of BCC and other institutions so 
that the president’s desire to have a totality in approach is achieved. It is a great 
challenge that the group faces in the present and future U.S. operations. And this is 
only by the joint efforts and coordination we can meet the challenge. Mr. Tariq 
Jamil described it as a very timely meeting. 

Now this is the National Bank of Georgia talking at a U.S. mar- 
keting meeting for BCCI, National Bank of Georgia being owned 
supposedly by Gaith Pharaon with a loan from BCCI. 

They describe it as the first meeting, as the initiation of our ef- 
forts to move into the future of BCC in U.S.A. in a calculated and 
planned way, with the uniformity of approach and totality in oper- 
ational objectives. 

It talks about the assistance of U.S. operations will be presented 
to the CSO. I gather that is Mr. Abedi. 

Now it goes on and Mr. Afridi of First American says that our 
major task in the United States should be to build market share. 
BCC has been a success. Now this is Mr. Afridi then working, I be- 
lieve, for First American talking about BCC having been a success 
in Third World. And now we’re embarking on establishing an 
equally successful business in the most competitive country in the 
world. “He requested the members to work together to overwhelm 
the U.S. market. Historically, we have not made calculated ap- 
proach to the local indigenous market” — indicating that now they 
will. I mean, as you read this, and here is Mr. Sakhia who testified 
here the other day, Mr. Sakhia talking about concentrating on in- 
creasing the customer deposit base and so forth, finally, the Na- 
tional Bank of Georgia. 

To update each member of the operations of different units, they 
would discuss their size and volume. So here you have the National 
Bank of Georgia, not yet purchased by you, then owned supposedly 
by Gaith Pharaon on this loan from BCCI, and all of these banks 
are here, sitting there together, talking about their size, their cus- 
tomer approach, creating a 1985 coordinated approach to this proc- 
ess, and obviously one is left looking at this with an extraordinary 
impression of a very special relationship that existed here, unlike 
other banking institutions that are competitors, that are separate 
but are operating according to the standards that I thought the 
Fed expected. 

Now, I guess you are going to say that is not what it meant, but 
can you explain to us what it does mean? 

Mr. Altman. Senator, I can’t explain what this does mean. To 
the best of my recollection, the first I heard about this committee 
was in the fall of 1990. I received a telephone call from a reporter 
from the Washington Post, and he had asked Mr. Clifford and me 
about an American coordinating committee, and I have not had the 
opportunity to study the minutes of those various meetings, so I 
can’t comment on what was intended, and I can’t comment on the 
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propriety of what the participants were doing, but I think it is 
troubling. But these are matters, to the best of my recollection, we 
never heard about until these documents surfaced. 

Senator Kerry. It is possible, Mr. Altman, then, that Mr. Elley 
and Mr. Afridi were working for you but behind your back, unbe- 
knownst to you at these meetings? Did you not know they were at 
these meetings? 

Mr. Altman. That is correct. 

Senator Kerry. Now, Mr. Elley says at the end in this conclu- 
sion, he says— this is on page 7 — Mr. Elley concluded that “In 
America we are sitting on $7 billion worth of assets, and this is just 
the beginning. The U.S. team should play an important role in 
identifying the products in the market,” and so forth. There is no 
way they could have obviously talked about $7 billion worth of 
assets without including the First American family at National 
Bank of Georgia in there, and in fact, Mr. Sakhia and Mr. Rahman 
both assert that is exactly what they did. 

So you are saying that these folks were basically somehow view- 
ing themselves as a separate entity, acting as that but absolutely 
without your knowledge? 

Mr. Altman. To the best of my recollection, Senator, we never 
heard about any of this activity. 

Now, I would say there is nothing necessarily impermissible on 
banks getting together and talking about business, but the way this 
is presented here is disturbing. I understand that the minutes of 
these meetings show — I have not seen them all, but the minutes of 
these meetings show that neither Mr. Clifford nor I ever attended 
any of these meetings or were given copies of these minutes. 

I think it appropriate to note that these two individuals from 
First American were wording for First American Bank of New 
York, and whatever efforts they were engaged in here, they would 
have to answer. I could not explain, and certainly I would need 
some time to study the documents, but I think it appropriate to 
have in the record that the chief executive officer of the bank, a 
man named William Duncan — he has been the CEO there for 
about 6 years — this past year wrote a letter to customers, employ- 
ees, and friends when the financial statements came out. 

It is dated March 1991, and he writes as follows: “As this report 
goes to press, there has been publicity concerning First American 
Bank shares, this bank’s holding company, and the Bank of Credit 
& Commerce International. The publicity addressed alleged connec- 
tions between BCCI and the management of First American Bank 
shares. The sensationalized tone of some of the publicity was disap- 
pointing, because First American Bank of New York’s integrity has 
always been of the utmost importance to me personally”— I am 
quoting. “At no time did the Bank of Credit & Commerce Interna- 
tional exercise any control over the management of First American 
Bank of New York. This bank is independently governed by a 
board of directors comprised of distinguished business people, as 
well as a group of highly professional managers who use their ob- 
jective judgment and experience to guide our organization,” and he 
describes just a little bit of the board. 
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So I cannot explain what was going on at these meetings, but I 
can tell you what the perspective was from the senior officers of 
the company. 

Senator Kerry. I have some more questions along this line, but 
let me turn to Senator Brown for a moment here. 

Senator Brown. We had earlier heard from Mr. Sakhia. You 
may have heard that testimony — perhaps not. But there was a 
point in his testimony where he indicated that he had helped co- 
ordinate marketing for BCCI in Canada and the United States, and 
implied clearly that he in effect had developed marketing plans, 
market allocations for BCCI’s holdings in the North American con- 
tinent. 

He directly implied that the operating nature of these banks was 
that they all operated as though they were directed by BCCI. In 
effect, he indicated that First American operated as a branch in 
this regard. Can you think of anything — well, first of all, would you 
comment on that? 

Mr. Altman. There is much that Mr. Sakhia has said to which 
we take the strongest exception. It is false and it is without factual 
foundation. 

Senator Brown. Well, that is a very direct statement and I think 
deals with that. 

Is there anything you can recall in terms of meetings that would 
have given him this impression? 

Mr. Clifford. Let me try, Senator. What impression? just give 
me that again. I did not quite understand it. 

Senator Brown. The impression that BCCI coordinated your 
marketing strategy. 

Mr. Clifford. Of our various banks? Totally untrue. Let me say 
that the background of this whole subject is such that we never 
knew these meetings were going on among the BCCI people. 

It may be during this period — we do not know when they began 
to acquire First American stock. We did not know that. Nobody 
else knew it. So they had plans going on, secret plans. Perhaps 
they were conspiring among themselves, but we were not conscious 
of that. The authorities were not conscious of it. 

This may be part of the typical operation of the way BCCI does 
its business, handling it secretly. This was probably going on — 
using the analogy this morning of an inside bank and an outside 
bank, this is the inside bank operating. 

As long as you have brought up, Senator, the name of Mr. 
Sakhia, I was so concerned about a comment that he made yester- 
day that I decided to put my remarks in writing so that perhaps 
they would be restrained. If I made then naturally, they would be 
less than restrained. 

I hesitate to dignify Mr. Sakhia’s testimony by even referring to 
it, but I want this committee to know that at no time did I ever say 
to Mr. Sakhia or anyone else in a joking manner or otherwise that 
we can “now tell more lies.” It was an outrageous statement, has 
no basis whatsoever in fact. 

It is totally a departure from any kind of comment that I would 
make. It is grotesque. It is totally and categorically false, and I 
think it is exceedingly unfortunate that such a remark was made 
and spread out to the public that I am talking to somebody else 
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about the time has come to tell lies, and I deeply resent the oppor- 
tunity that he had to tell that. 

Senator Kerry. Well, let me just say, Mr. Clifford, I reacted to it 
with a certain amount of shock at the time, and 1 questioned it two 
or three times, because I did think it sounded bizarre, but it was 
something that he insisted on saying and wanted to say no matter 
what, and as incredulous as I thought it sounded for anybody to 
make, he insisted on making it, and I think we went back over it 
several times because I think we were both somewhat dumbstruck 
by it. 

Senator Brown. Along this line, there is a memo dated Septem- 
ber 4, 1984, from this Mr. Naqvi, and I do not know if you have a 
copy of that available to you. 

Mr. Altman. I do not have it, sir. 

Senator Brown. I guess we have a copy we will bring down to 
you. I was hoping when you have a chance to review it that you 
might be willing to comment on it. [Pause.] 

Mr. Clifford. Senator, we had not seen this before. My recollec- 
tion is this first came to our attention when we were testifying 
before the Federal Reserve. I remember the incident about which 
Mr. Naqvi is speaking. We wanted to keep Abedi and Naqvi in- 
formed so they could keep their investors informed. 

We were selecting from time to time directors. We went ahead 
and did it on our own in about 95 percent of the instances, and this 
one here was a man, a very able fellow that we were considering 
bringing on to the board — Pursley, but he was a partner in J.H. 
Whitney & Co. Now, we wanted to be sure that that did not consti- 
tute any kind of a conflict in the operation of our banks, and in the 
event that — we just wanted to be careful. 

We mentioned that to him. We did not have to be guided. My 
recollection is that they said they had no objection to Mr. Pursley, 
but later on as a result of other developments we did not appoint 
him. 

There is something that is fundamental, and that is, in every 
contact we had with BCCI, after our understanding on what we 
will call responsibility and control, and that meeting in London, ev- 
erything that passed between Naqvi and Abedi and me was in con- 
templating of that agreement that we had. If they had suggestions, 
we would be glad to hear them. Sometimes we even asked them for 
their reaction to something. But in the last analysis, the board and 
I made every decision without any one exception. 

Senator Brown. The paragraph we wanted to draw your atten- 
tion to is at the end of No. 1. It reads as follows: “I indicated to 
him that if Mr. Clifford’s judgment is that he would be suitable for 
the proposed position, Mr. Abedi should not have any reservations. 
To save time, I suggested that he may proceed to finalize the ar- 
rangements,” the implication being — and I guess I would appreci- 
ate your view as to whether you feel it is a fair implication, but the 
implication being that Mr. Abedi would be required to pass on this 
before action could be taken, or there was a relationship that in- 
volved Mr. Abedi passing on this. Would that be a fair reading on 
this? 

Mr. Clifford. Well, I can only read it in the light of what our 
understanding was. We had said we were considering this man, did 
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they have any reactions of any kind? We would get whatever their 
reaction was back, and then I made the decision. 

Senator Brown. The reaction you were looking for was from 
someone who was an advisor to you, not someone that you viewed 
as — or, the reaction you were looking for was someone who was an 
investor? 

Mr. Clifford. No. We treat Mr. Abedi, we treat Mr. Naqvi, as 
the representative of our investors. Maybe we felt that if it was an 
important enough matter we might have gone to the investors, but 
we did not. That takes too long. We wanted to get any reaction 
that they had. We would merely put that in our computer along 
with other information before the board and I made the decision. 
That is what it comes down to. 

Mr. Altman. Senator, there is, I think, a much more fundamen- 
tal — I believe there is a more fundamental event that might throw 
light on this issue that you are pursuing. In this case, Mr. Clifford 
ultimately did not determine to put Mr. Pursley on the board, so 
this did not go anywhere, and obviously we cannot speak as to 
what the author of this document had in mind or interpreted Mr. 
Clifford to be saying. We had not seen it before. 

Let me reference you, if I might, to the acquisition that First 
American made of the National Bank of Georgia. I think, again, we 
are in the posture of proving negatives continually, but I think this 
is a transaction which is quite revealing. National Bank of Georgia 
we understood to be owned by Gaith Pharaon, and while it was 
under his ownership, it operated in a manner that was quite char- 
acteristic of BCCI. 

I do not know if BCCI actually controlled it, or if they just adopt- 
ed BCCI’s operating characteristics, but it was very similar to a 
BCCI operation, and I was making the point earlier that we have 
operated very differently from BCCI, despite allegations of control. 

The similarities between the National Bank of Georgia when 
owned by Dr. Pharaon— ostensibly owned by him, and we do not 
know the truth as to that allegation, but that bank at the time it 
was acquired by Dr. Pharaon changed the way it had operated, and 
it started to operate the way BCCI operated and the rest of the 
world. 

That bank had been a retail-oriented bank. It totally changed its 
focus, and it became, or attempted to become, an international 
bank doing trade financing and the like, such as BCCI conducted in 
its operations in the rest of the world. 

They adopted cultural characteristics of BCCI. They changed 
their logo so that it was very reminiscent of the distinct logo of 
BCCI. They changed the way their executives sat on the floor of 
the bank. Instead of being in offices, they were all out on the floor. 
This was a BCCI concept. Indeed, we understand they distributed 
BCCI literature. 

The man from BCCI went to the National Bank of Georgia, this 
Mr. Jamil, who the chairman made reference to earlier, and 
became, I think, the chief operating officer. He was running the 
bank. A Mr. Carlson, who had a close association for many years 
with Mr. Abedi, became the chairman of the bank. 

That was the situation when we acquired the property in the 
summer of 1987, and I think it appropriate to look at what hap- 
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pened to that bank after we acquired it. Mr. Carlson, the chairman, 
presumably of BCCI owned it, was someone they thought was an 
appropriate chairman of the bank. Mr. Jamil of BCCI owned it or 
controlled it, at least had operated it in a manner characteristic of 
BCCI. We replaced Mr. Carlson immediately. Mr. Jamil departed. 
Another individual who was close to Dr. Pharaon also left. 

We installed as the chief executive officer a man named Mr. 
Freeman. Mr. Freeman is a man who in point of fact was not much 
taken with BCCI. He did not find much favor with the way they 
operated or their cultural — corporate cultural concepts, but despite 
that, because we thought he was the right man for the job, even 
though he did not have particular regard for BCCI, he was in- 
stalled as the CEO of that bank. Whatever BCCI may have thought 
of him or he thought of BCCI did not enter into it. 

In addition, we changed the strategic concepts at the National 
Bank of Georgia. We deemphasized this international focus that 
they had had. We returned to the way that First American operat- 
ed, which is a primary focus on retail banking, and on banking 
with small commercial businesses. We got rid of the cultural con- 
cepts. We put them back in offices. We eliminated the distribution 
of BCCI literature. 

We operated it as a First American Bank, just like all the other 
First American Banks, and that is what we did for 9 years, and I 
return to the conclusion that the Federal Reserve made this year. 
Having heard all these allegations, they came in with a coordinat- 
ed audit of First American involving FDIC, State regulatory au- 
thorities, the most experienced Federal examiners they had from 
all 12 Federal Reserve districts — they wanted their best people — 
and they went through First American and they went through ev- 
erything at First American, and their conclusion was “and in delv- 
ing into these records we found no evidence of influence or con- 
trol.” That was the conclusion of the Federal Reserve, and I think 
the experience of the National Bank of Georgia is indicative of 
that. 

Senator Kerry. I hate to interrupt on this point, because we are 
on the back end of the vote that typically was predicted for earlier 
than this, but if you will forgive us, we are going to recess just for 
the period of these votes. I suspect it would be a recess of 20 min- 
utes or so, and then we will return. 

We stand in recess. 

[A brief recess was taken.] 

Senator Kerry. The hearing will come back to order. Thank you 
all very much for your patience. I apologize for the interruption. I 
think we are on a clear course now. We ought to be able to proceed 
until we finish, which I hope can be punctually, and obviously we 
will try to do that. 

Mr. Clifford. Thank you. 

Senator Kerry. Let me come back — did you complete your line of 
questions, Senator Brown? 

Senator Brown. If it is timely, Mr. Chairman, I have a few other 
lines, but I think it makes sense to go with yours, but I would like 
to put some things in the record now, if the subcommittee might 
consider it. 
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There is a statement here from Senator Helms on the subject 
that he would like entered into the record. 

Senator Kerry. Without objection, so ordered. 

[The prepared statement of Senator Helms follows:] 

Prepared Statement of Senator Jesse Helms 

Mr. Chairman, this morning this subcommittee writes another chapter in the 
saga of BCCI and its worldwide web. As I have followed these hearings, I have been 
amazed by the statements and allegations that have been made by former BCCI in- 
siders who have told the subcommittee that they knew that First American was 
part of BCCTs empire. 

We have heard that the leadership of BCCI knew that they owned First Ameri- 
can. We have also heard that the staffs of BCCTs offices in the United States knew. 
Today, we will hear from two key players in the relationship between BCCI and 
First American who have testified that they did not know — Messrs. Clifford and 
Altman. 

Last month, both of today’s witnesses testified before the House Banking Commit- 
tee. Despite a long session, there are still many questions that I feel they need to 
answer about the relationship between the two banks and their roles in both banks. 

For example, questions have arisen about loans that First American made to the 
shareholders of the bank. While these loans are not illegal, there are questions 
about whether these loans would have been made in the normal course of business 
and about steps made by First American to collect on them. 

There are questions which need to be answered about at least two BCCI meetings 
attended by members of the staff of First American Bank of New York. According 
to testimony before this subcommittee, no other banks that BCCI had a relationship 
with ever attended these meetings. There are also questions about who asked Mr. 
Clifford to take the position of chairman of First American. 

I take this occasion to compliment Senator Kerry and Senator Brown for their 
leadership on this issue. As the United States continues to move forward into this 
so-called international marketplace, it has become imperative that we in this body 
understand the way that international companies operate with seeming impunity 
and lack of oversight. This includes not just rogue banks, but also firms willing to 
sell anything to anyone for the sake of profit as well as former government officials 
who are willing to use their reputations as “fixits-for-hire” or as one witness has 
testified, “rent-a-faces.” 

Senator Brown. Several questions that Senator Helms asked to 
be put in the record and would ask for responses from the witness. 

Senator Kerry. Without objection. We will leave the record open 
in the event that we have some questions, or in the event that 
either of the witnesses would like to submit something subsequent- 
ly. So the record will remain open for a period of time. 

[The information referred to follows. No answers to these ques- 
tions were provided by the witnesses as of December 31, 1991.] 

Questions for Messrs. Clifford and Altman 

TAKING CHAIRMANSHIP OF FIRST AMERICAN 

Question. Mr Clifford, I would like to clear up a question about who exactly asked 
you to take over the chairmanship of First American. In your testimony before the 
House Banking Committee and in press interviews, you stated that Mr. Abedi and 
Mr. Adham asked you to take the position. In your written responses to questions 
submitted by the House Banking Committee, you stated that you were asked by Mr. 
Adham. Finally, in your written statement before the House Banking Committee, 
you stated that the investors asked you to take the post. 

— For the purposes of clarification, just who did ask you to take the post? 

ATTENDANCE BY FIRST AMERICAN STAFF AT BCC MEETINGS 

Question. In your previous statements and in various press accounts, you both 
have testified that you had no idea that your bank was under the control of BCCI. 
Yet, as I understand there a number of documents in the possession of the commit- 
tee that question your statements. 
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— In your written responses to questions by the House investigators, you state 
that “Mr. Abedi, however, did not make decisions regarding the selection, hiring or 
retention of any First American officers.” Can I assume from this comment that it 
was your independent decision to hire Mr. Elley to head the new First American 
branch in New York? 

— How often did either one of you keep in contact with Mr. Elley to track the 
actions of your New York subsidiary? 

— Where you aware of the fact that in the words of one former First American 
employee: “Everyone knew each other. They [employees of BCCIs New York office] 
were here all the time?” 

— Was it standard practice for employees of the bank to inform their superiors 
when they attended meetings with representatives with other banks? 

— I bring your attention to a document obtained by the committee relating to 
meetings of the “U.S. Coordination Committee” on April 24, 1985. You will note 
that Mr. Elley and Mr. Alfredi of First American Bank of New York attended. I also 
bring your attention to a statement on page one of the minutes of the meeting. The 
first paragraph states: “It was the consensus of the meeting that the challenge 
facing the BCC Group in the U.S. was a unique one, since they had hitherto been 
mostly successful in developing countries. They were now embarked on establishing 
an equally successful business in the most advanced and most competitive country 
in the world.” 

The fourth paragraph of the same document begins: “It was agreed that whatever 
the problems that were to be faced and the potential solutions we would arrive at 
we had as good a chance of success as anywhere else because we truly believe BCC 
was a mission.” 

Based on these two lines from the first meeting of the Coordinating Committee, do 
either of you believe that the participants of the meeting believed that object of the 
meeting was to improve the position of the BCC Group in the United States? 

— Did either of you authorize Mr. Elley and Mr. Alfredi’s participation at this 
meeting or the meeting in June? 

— Did either of you receive a report from either Mr. Elley or Mr. Alfredi on the 
events that took place at this meeting? 

— Were either of you aware of the fact that, according to the testimony of Mr. 
Sakhia, only representatives of First American Bank and National Bank of Georgia 
attended these meetings and that BCCI did not have a similar relationship with 
other banks such as Bank of America and Security Pacific? 

LOANS TO FIHST AMERICAN SHAREHOLDERS 

Question. Gentlemen, on September 27, the Philadelphia Inquirer reported that 
“the first big real estate loan made by First American’s New York subsidiary” went 
to a partnership which included Sheik Kamal Adham, who was, as we now know, a 
share holder in First American. 

— While loans to shareholders are not illegal, they must be reported to the Feder- 
al Reserve Board. Was this loan reported to the Fed? 

In 1985, First American in New York loaned $11 million to Lancet 150 Nassau 
Ltd. According to former First American employees interviewed by the Inquirer, it 
was the largest loan on the books and many thought that the loan was a bad idea. 
According to one employee, Fred Giancola, interviewed by the Inquirer, Lancet 
started missing payments on the loan early this year. Mr. Giancola noted that this 
was about the time BCCI started getting more bad publicity and he stated that “It 
was scary * * * because we knew one of the owners of the bank was a principle in 
the partnership. He noted that bank officials feared that the bank would attract un- 
wanted attention. Finally he stated that he was told by a superior at the bank that 
Mr. Altman personally interceded to demand repayment on the loan. Public records 
state that the loan was assumed in mid-June by Credit Suisse. 

— Based on your knowledge of the bank’s activities are the events described in 
this news story correct? 

— Was this loan reported to officials of the Federal Reserve Board? 

— Mr. Altman, was it standard practice for you to personally intervene to demand 
payment on loans? 

— Why was the loan assumed by Credit Suisse? 

THE SENATE SUBCOMMITTEE SUBPOENA 

Question. Mr. Altman you testified before the House Banking Committee that you 
had advised on September 8, 1988, investigators working for Senator Kerry that Mr. 
Amjad A wan had been transferred to the Paris office of BCCI. You also testified 
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that it was your firm that informed the subcommittee in August of 1988 that the 
names on one of their subpoenas was incorrect and that in August of 1988 they 
knew that they really wanted to speak to Amjad A wan not Khalid Awan. 

— Based on your knowledge of the case, who first made the suggestion that Mr. 
Aipjad Awan be transferred to Paris? 

— As BCCFs lawyers at the time, we you consulted in this decision? 

-—Mr. Amjad Awan has publicly stated that you, Mr. Altman, were responsible for 
the decision to transfer him to Paris. If you were not responsible for the decision, 
why would he specifically single you out? 

— In retrospect, do you understand the concern that many have that the transfer 
of Mr. Awan gives the appearance of impropriety? 

Senator Brown. In addition, I have two other things that I would 
hope that we could include. One is a 3-page analysis from Tax 
Notes in the October 7 edition, dealing with the question regarding 
compensation, specifically, an area that we had discussed earlier 
today. 

Senator Kerry. Without objection, so ordered. 

[The information referred to follows:] 
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NEWS ANALYSIS 

Ttw BCCI BIum: Clark Clifford's 
Potential TuTreuMea 

p sop Is in me mat of ttw oountry think that New 
Yorkers aw only Interested in nionay and that 
Waahlngtonlana ara only Interested In power. 
Nothing could ha further from tha truth. Wash- 
ingtonians ara lust as obsessed with money as 
Naw Yorkers. only tha latter are more direct about 
It. (In tact, it Is largely this habit of being direct in 
all their dealings that Irritates everyone also about 
Naw Yorkers, in the rest of the country, getting 
straight to tha point Is regarded as extremely 
rude.) Washingtonians ara actually worse In one 
respect— whan they sail their souls, they tend to 
sail them cheap. 

Clifford and Altman ahould Hava reported 
eompanaatlon income rathar than capital 
gain. 

But now Clark Clifford, doyen of Washington 
lobbyists, and his side kick Robert Altman, Wonder 
Woman's husband, eventually may be found to 
have redeemed forever Washington's reputation 
as a hotbed of low-rant sleaza. Whan they alleged- 
ly sold out. thay sold out for a lot of money: about 
$10 million from their bank stock deal, phis another 
$48 million in legal fees for thair law firm, CMtord 
& wamKe. Both Clifford and Altman nave denied 
any wrongdoing. 

This article explores possible tax treatment of 
the two lawyers’ dealings in tha stock ot a com- 
pany that Indirectly oontrolled First American 
Bank. The article argues that Clifford and Altman 
should have repotted compensation income tether 
than oapital gain. What difference does that make 
if both capital gains and salary ware taxable at 28 
peroent in 19BB1 Capital tteatmant allows tor capi- 
tal low offsets. (Altman and Clifford appaar to 
have made identical deals with BCCI, but soma of 
the available documents concern only one man. 
For purposes of tax analysis, this article will treat 
the two as having made tha same deal.) 

Bank of Crooks and Criminals 

II you have not read John GriahanYe best-selling 
' novel Tha Arm. do not bother. Bet the September 
11 . 1991, House Banking Committee Minority 8taff 
report on tho Bank or Credit tad Commerce Inter- 
national (BCCI) Instead. Ifa engrossing, sue- 
Danaaful. and batter written, baa idea. Tho report 
argues that Clifford and Altman know full well whet 
BCCI wee doing In the U.S. end aided and abetted 
BCCI in achieving It* goals. The report drew its 
information from the-Faderei Reserve Board's in- 


vestigation and various documents p o s s essed by 
ttw House Banking Committee. 

According to the report, several Arab Investors 
wh ose pura&MH* were financed by BCCI obtained 
control of the predecessor of First Amsrioen Bank 
in 1982. Gifford and Altman having oemforted tha 
Fsdsrsl Raasivs Board that BCCI had nothing to 
do with tho purchase other than acting as an In- 
vestment adviser to tho purchasers. Trie acquisi- 
tion voMets was a Netherlands Antilles holding 
company called Credit and Commerce American 
Holdings N.V. (CCAH)-4he name of which raised 
federal ays brows about the purchase. Clifford be- 
came a managing director of CCAH and the chair- 
man of First American Bank. Altman became a 
director of First American Bank and president of 
First American Corporation, the direct parent of 
Pint American Bank. Clifford A Wamke were coun- 
sel to the bank, Its parent, CCAH, BCG, and ether 
BCG sfi l lMrtta 

The Fed now believes that BCCI controlled 
CCAH from the outset, and that ms Investor group 
was a front to gat past ths Fed's refusal to permit 
BCG, whloh it recognized wee answerable to no 
regulator, to operate a bank in ttw U.8. The Fed 
ateo bet levee that BCCI was very active In the 
menagunant of First American Bank, to tho<polnt 
that. Clifford and Altman had to aook BCCl'e per- 
mtaaion to do oortatn things, like hire executive*. 

In July 1960. BCCI gave Ctifnrd and Altmsnan 
opportunity to buy Into CCAH pursuant to s highly 
advantageous rights offering, apparently by caus- 
ing one CCAH slwraholdsr, Maahrlq Holding Co., 
to waive some ot lie right* to perdolpete In mat 
offering. The offering allowed Investors to pur- 
chase CCAH common stock at ha book value of 
$2,216 per •hem; at the time, It had bean selling 
for pric es as high as S4.000-S6.000 per eham. 


BCCI guaranteed CUtford a profit on hla 

CCAHatoekanPpromlmtltogroaaltuptor 
UM. capital galna faxes. 


Ahum and Clifford bought 8,742 CCAH shares 
(2.247 and 4,498 respectively), raprwenjfog about 
three cement of CCAH stock. In July 1988; They 
borrowed tho needy 818 minion purchase pries 
from BCCI. The loan* were nonrecourse 1 6-month 
notes el the London Interbank Ottered Rata 
(UBOn)— a rata rarely offered to indWduals-^lth 
interest due at tha and ot the term. In March 1 988. 
Clifford end Altmen sold 3,200 end 1,600 (harea. 
reepectively, to Mohammed Hemoud. another 
CCAH shareholder, tor $0,800 per share. (For a 
description of Clifford and Altman's etook deal, see 
Potta, BCCI Stasis Coal: Wat Profit Proper?* The 
Wmahngten Poet Sept. 19, 1991, p. At.) 
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Although CCAH ihtm aro not publicly tradM 
I and. tharefora. am difficult to valua. It appaara that 
I a valua of 88.600 par aham for CCAH waa ex- 
travagant. Price Watarhouao valued the CCAH 
shared at 83.100 each in a IMS audit of BCCI. 
Clifford and Altman made $g.e million gross profit 
oaths sale of CCAH atook in 19aa, of which they 
kept about $3.5 million after expanses and taxes. 
They reported the transaction as capital gain on 
thalr 1988 tax returns. 


Pad exhibits recently raiaased by the House 
Banking Committee indicate that BCCI guaranteed 
Clifford a profit on his CCAH stock and promised 
to gross It up for U.8. eapltal gains taxes. Clifford 
and Altman warn not psrmtttsd to sell their CCAH 
stock without obtaining permission from BCCI. 
Correspondence between BCCI and the two 
lawyers Indleates that BCCI had a firm commit- 
ment* from ‘certain diems* to purchase any and 
all of Clifford and Altman's shams at the time the 
two bought their shame, and that BCCI would ar- 
range ter the sale of the shams at a pries agreed 
upon by the parties. Basically, BCCI retained the 
authority to transfer the shams. The letters Indl- 
oats that BCCI contemplated rolling over the debt 
should the shares remain unsold when the note 
beoame due. 


According to the report, federal Investigators 
believe that Altman's loan and stock purchase may 
have been merely a mechanism to give Altman the 
cash profit on the stock without him having to 
assume the risk of owning the stock. The report 
points out that Altman borrowed about 86 million 
'o Purchase the CCAH stock, which he pledged to 
BCCI as collateral for his loan. When he sold hie 
stock In 1 988, he sold It to an Arab Investor whose 
purchase was flnanoed by BCCI. Altman received 
the proceeds of his sale not from the purchaser 
but by means of a wlm transfer from trig ■eeo.inr 

commission to the account of a BCCI affiliate In 
Grand Cayman. Federal investigators oall thla 
maehanism a “round trip.* and taka It at an Indica- 
tion that th# transaction was a aham. Clifford and 
Altman did. howavar, ratain the right to vote thalr 
pledoad CCAH aht/et. indicating soma ownarahlp 
rights# 


Section 85 Analytic 



1«ct to a eubalintlal r» K of forfeiture 

Is vary broad, and determine! tha timing and char- 
acter of compensatory transfers of proparty. Tha 
diaeuaaion batow daala with tha taction 83 require- 


manti of: companaatlon; transfer: and rastrlctad 
proparty. 

Tha aala of atook to Clifford and Altman at an 
advantageous price was compensatory. Bafora tha 
Sanata Banking Committea on September 11, Clif- 
ford stated several times that tha difference be- 
tween what ha and Altman paid ter their CCAH 
•took and tha amount for whloh they add It waa 
nothing m *** fhanjbalulals rmu ™ for 
BB m W, imeriaap. Bens Pv.li h rn Swri 
not made those admissions against hia own 
tax-minimizing Interest, however, the surrounding 
clreumetaneee show that the stock gate* realized 
by the two men were comnep—tniu Clifford took 
an annual salary of only $50,800 to serve aa chair- 
man cl First Amariean Bank, and Altman took no 
salary to tarve as Its president Even If he did not 
need the money, neither men wee In the business 
of providing valuable eervloes at no charge. 

Clifford end Altman could argua that thay did not 
perform services lor Meahrlq, whose waiver of its 
rights to the stock offering enabled them to buy 
the CCAH stock. The Fed believes that BCCI 
oauaad Mashrlq to waive Its rights In favor of Clif- 
ford and Altman, to that BCCI could be considered 
the transferor. Under section 83, the transferor of 
property need not be the employer of the recipient. 
Nor need the transfer be a quid pro quo for the 
performance of eervloes; a presumption of com- 
pensation la raised If the recipient at some lima In 
the past, present, or future performed sendees for 
the transferor. 


Tha mirrounding atroumatanoaa aho w that 
tha atook gatna raalliad by tha two man 


If a shareholder of e corporation makes a trans- 
fer directly to an employee of the corporation In 
compensation for services rendered to the cor- 
poration, section 83(H) and regulation section 
1 .83-a(d)(1) treat the transaction aa a contributio n 
Jo the corporation's capital hv tha aharanoidar and 
the use of the property by the corporation to com- 
poneata tha emptoyae. That tha ultimate pur- 
chaser of Clifford and Altman's stock was another 
shareholde r of CCAH adds to tha compensatory 
’street or me transection. 

Bui there may have been no transfer within the 
meaning of section 83 because of tha way the 
purchase waa financed. If there waa no transfer of 
property from BCCI or Ns affiliates to Clifford end 
Altman, than they were not In reoeipt of Income In 
IPSO. They oould argue, baaed on regulation sec- 
tion 1.S3-3<e)(2), that, because their purchase waa 
financed with nonrecourse debt, It waa the equi- 
valent of the granting of an option, whloh la not 
eenaidared a trmafer of tha subject property. A 
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nonracouna loan la Oka an option because tha 
borrower can just walk away from It 

Whathar tnalr nonrecourse loan wMI ba consid- 
ered tantamount to an option depends on tha foots 
anti circumstances, tha locus being onwhatherth# 
two man had tha risk of loaa on tha stock while 
thoy hold It. Baeausa tha dreumataneas show that 
may did not assume this risk, tnsy should have 
Opsn transaction traatmant as if they had an op- 
tion. Nonetheless, tha ineoma they rsportad in 
1988 would stttl bs compensation rather than capi- 
tal gain, baeausa tha option analysis would hasp 
the amount of compensation open until the time 
Clifford and Altman paid their debts. 

Though tha regulations 1 treatment of nonre- 
course debt may seem like a loophole, one should 
be reminded that the normal business corporation 
behaving In a rational way would not. make this 
sort of loan. Tha company would seek to Ink Its 
executives' personal wealth to tha company's for- 
tunes. It would make a recourse loan at market 
Interest with all sorts of conditions designed to 
proven! tha executive from walking away. One- 
hundrad-percant financing, as Cltilord and Altman 
onjoyad, is unusual because the normal employer 
wants tha employee to ba at aoma risk of loot. 


If tha a rock purehaaa waa maraly a 
mm eHan lwm for thm traomfmr of fund* to CUh 

ford and Altman, than atap tranaactlon 
thaertaa apply. 


Should the apparent guarantee of a profit on tha 
CCAH shares accelerate COfford and Altman’s 
receipt of compensation into 18887 Tha apparent 
guarantee of a profit to each man doaa not affect 
tha timing under section aa because it doss not 
appear to have bean a funded ana aeourod , 
promise to pay. Baeausa the stock securing the 
promise to pay waa In the hands of tha transferor 
rather than a trust or escrow, the two man ware 
not In constructive receipt of Income unless their 
ownership of tha stock was unfettered, which it 
seams not to have bean. 

Another ground on which to argue that than 
waa no transfer is tlta feet that the parties con- 
templated that tha stock would ba resold to the 
transferor's designee whan the notes cam© due. 
Under regulation section 1.83-3(s)(3), no transfer 
may have oocurred II tha property Is transferred 
under conditiona that require Its return upon tha 
happening of an event that Is oertaln to ooaur. 

Even If there wee a transfer, the CCAH stock 


may have bean restricted property. Tha CCAH 
stock held by CUttoid and Altman was not trans- 
ferable without tha permission of BCCI. Given the 
sort ol operation that the Fad batievaa that BCCI 
was running, it Is reasonable to bolisve that the 


transfer restriction was genuine. But waa tin 
CCAH atook subje ct to a substantial riak of lorfof 
hire? A “substantial risk of forfeiture* uauall 
means that righto to tha property are conditional 
on tha performance of substantial aarvloaa In tlw 
future, which la a factual question. Clifford's tea 
timony before the House Banking Committee (not 
cates that tha stock deal waa in recognition of Mi 
peat aarvloaa to BCCI and tit affiliates. Yet B Cllt 
told and Altman ware required to sail their share* 
back to BCCI S they decided to bail out, and than 
was a business purpose for tiila requirement, thai 
that would eenetmrts a substantial risk of forfethm 
under HoMnson v. Commtostoner, 80S K2d 88 (la 

Cfc 1888). 

Wtiatlf BCCrs business purpoaa for the restrtc 
ttone attached to tha stock waa Intended .to.eon 
osal what tha Pad asserts are BCCfs violations o 
U.8. banking iawsf Undar a broad reading of Ooi 
•tones IMmmlty k U.9., 481 U.B. 874 (1888), 1 
might be against publle policy to give CHftofd.am 
Atman tha benefit of deferred taxation undsr-sec 
Uon 83 If the rastrtcUon waa designed to aid am 
aM tha violation of u.8. banking law. 

8lnritoriy, many courts have found publle poUe> 
Imitations on tha sort of business expeneee, suoJ 
aa bribes and kickbacks, that can ba d educte d. A 
least the IBB could argue Hut fostering a vlolattoi 
of the banking law*,# a violation ooula be proven 
waa net a business purpose that would uphold tm 
rattftotions.lt the stack wa* net rastriotad property 
whan Clfffoid and Atimnn bought It In 1818, that 
they would have compensation for flit dtftorenct 
between tha purchase pries and its fair-mark* 
value In 1988, and capital gain on tha dffforana 

bet wee n the 1688 fair-market value a n d the asfUnr 

pries In 1888 . 

Whathar section 7872 should apply to the com 
peneation-raletsd loans to Impute a higher Intaraa 
rate dapanda an tha relationship b etween UBOF 
and tha applicable federal rata (roughly the Ttaa 
wiry bin rata in this Instance) at tha time. Intaraa 
on Clifford and Altman's 18-month loans waa eal 
cutatsd annually. UBOR waa about 8.2 percent b 
July 1988. The. annual short-teim applleahlar tod 
oral rats In July 1888. applloabla to Ioann wltt 
terms shorter than throe yearn, waa 7.2* percent 
The difference between the appticabia fed* ml rah 
and UBOR should be Imputed to tha parties und# 
aaotlon 7172, with tha result that Clifford ant 
Allman would haws a larger Interest deduction. 


If tha stock purchase waa merely a machanlan 
tor tha transfer at funds to Clifford and Altman 
than atap tranaaetien theories rather than aaetior 
»S apply. Tha Fad's concern mat tha way tiom 
may not have bean real la auwam l atod bgj 
trizana werkah a a t oonoarnmg CWtoidfo daal «a 
by the Houaa Banking r 
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The worksheet shows t -total amount payable* to 
Clifford of some $21 million, whloh was to be used 
by him to repay two BCCI loans of some $14 mil- 
lion and to pay capital gains taxes of about $3 
million. 

The worksheet contemplated that Clifford would 
have about $3.7 million when the dust cleared. It 
further indicated that the number of CCAH shares 
to be sold by Clifford was the number necessary 
to eovar the $21 million transfer at the agreed price 
of $6300 par share plus several sums that took 
like commissions to the bank and the buyer of 
those shares. 


There is no reeeoneble compensation issue 
tiers. In hindsight, Sio million foots fits e 
pres* bargain. 


If ths BCCI loans to Clifford and Altman to pur- 
ohaaa the CCAH stock were a sham, than the two 
lawyers would presumably not have a basts offset 
to the nearly $33 million of groat proceeds they 
received on their asserted sale. Nor would they be 
able to deduot interact and commissions related 
to the asserted purchase. However, the transac- 
tions must be considered as one to show that the 
errsngement was a eham, so that only ths net 
amount each man received In 1088 would bs tax- 
able to him. Clifford could argue that, even If the 
loen and stock purchase were not real, he le tax- 
able only on the roughly $7 million net proceeds 
from the integrated traneactione and not on the 
temporary receipt of $21 million. The character of 
this income would be compensation, given the sur- 
rounding circumstances. 

There is no reasonable compensation issue 
here. Given that Clifford and Altman's real job 
aaams to have baan to koap tha Fad off BCCI’s 
scent— rather then to actually run First American 
Bank— compensation of roughly $1 million per 
year for tha period of their relationship is a rea- 
sonable price for thsir services. In hindsight. $10 
million looks ilka a great bargain. 

Another compensation question le raised by 
Lynda Carter's Jaguar, a gift from BCCI. If BCCI 
gave her this to the oar, tha value of the oar would 
be taxable compensation to har and her husband 
under Du be ratlin v, Cemmiaaioner, 363 U.8. 276 
(I860). The tax rules regarding oars are so lenient, 
however — more of the great American hidden sub- 
sidy for driving— that if BCCI merely gave her the 
use of the car and retained tltlp for ttsatf. she and 
her husband would have no reportable income. ■ 

—Lee A. Sheppard 
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Tlw Houm Bank: 

A Quartan of Intaratt 

Adopting tha suffix applied to all Washington 
scandals, ths revelation of the cheok*cashlng 
abuses of members of tha House of flepre* 
sentittves has bean dubbed "Housegate* on tha 
editorial pages of The New York Tlmea end •flub* 
bergata* on the front page of The Washington 
Tlmea . Average citizens are outraged at the latest 
exempts of government officials getting sleazy 
privileges for whloh they are not elitfbie. 

The sleaze is that House members have been 
caught writing bad checks on their own private 
bank that are floated until the member can redeem 
them, in its latest audit of this private bank, tha 
General Accounting Office reported that mamba re 
had cashed 9,331 cheoka over a one-year period— 
o hecks that were returned beoeuae of insufficient 
funds. Ths Issue has. a .tax -implication: Do. ths 
intsresi-frte loans extended to ths sleaze-writers 
constitute unreported Income? 

Ths bank In question aotutiiy Is a private opera* 
tlon within the House Office of the Sergeant at 
Arms, subject only to House regulations.. Its chief 
function le to cash checks and maintain noninter- 
est-bearing accounts for the eonvenienoe of mem- 
ben. Conoreeslonal staff and raportara alto may 
write cheoka on their own bank account! for cash. 
Funds usad to cash checks at the bank are pro- 
vided by deposits made by the account holders. 


Do tfio intereafrfree loano extended to tho 
eleexa-wrltere oonotltuto unreported In - 
comet 


The GAO’s September report, which covered 
July 1089 through Juna 1990. was not Its first on 
ths matter. It had Identified ths problem in a 
February 7. 1990 report and had recommended 
procedures to help 8eroeant*at*Arms Jack Russ 
tightsn the operation. Though tha procedures were 
supposedly implemented in December 1969. the 
GAO sa.d the bank waa baing run fust at sloppily. 

In the second half of 19B9, 4,006 House bank 
cheeks were returned because of Insufficient 
funds. In the next six months, after the procedures 
had baan Impiemantad, 4,325 ware returned. *Juet 
considering cheeks written for 91,000 or more, -we 
found that 134 eooount holders cashed SSI checks 
that wen* returned,* the GAO said. The cne-g rand- 
plus checks were floated an average of a week 
before the account holder redeemed them, and *a 
few* were held up to four weeks. 

House Speaker Thome 8. Foley, D*Wash., le 
getting roasted for refusing to reveal the names of 1 ^ 
the transgressors. 8ome members have edmmed 
to various media that they were guilty of writing-* 
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Senator Brown. And the last. I do not know if we reached an 
appropriate point with regard to the White House staff, a state- 
ment put out by the White House in that regard. I thought it made 
sense to include it in the record as well. 

Senator Kerry. Without objection, so ordered. 

Senator Brown. Thank you, Mr. Chairman. 

[The information referred to follows:] 
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THE WHITE HOUSE 
Office of the Prose Secretary 


i For Immediate Release 


October 24 , 1991 


Governor Sununu has never discussed BCCX or Sheikh Adham Kamal 
with Ed Rogers. Governor Sununu has no role in monitor ing the 
bcci investigation in any way. 

The Chief of Staffs office and the Counsel^ Office confirm that 
there is no formal or informal group in the White House involved 
in, or monitoring, the BCCX investigation. The BCCI 
investigation is being conducted by the Justice Department. The 
White House has not, in any manner, attempted to influence the 
Department of Justice's conduct of this investigation. 


* * * 


October 23, 1991 


f^aeu.6/^ 

; RSM: 

X. Assistant Attorney Qsn.ral in charge o t th. Criminal 
Division, Z have had responsibility for 0 v.rsa.in 9 and coordinating 
jthe various investigations into BCCX. 

At no time has anyons at tha Whit. Hous. rought in any way to 
: influence these ongoing investigations. Moreover, to my knowledge 
j Governor Sununu has had no coamunication with anyone at tha Juatica 
□apartment eoneerning these investigation. . 


6 ^ 

I TH?8 : 


The notion that anyone at the White House has attempted to 
influence the BCCI investigation, ia utter nonsense. 



crk 

202-514-2007 
(TDD) 202-514-188B 


£|5rimtru t[ |astitt 


FOR IMMEDIATE RELEASE 
WEDNESDAY , OCTOBER 23 , 1991 
10x00 p-m. EDT 

Statement of Assistant Attorney General in charge of the 
Criminal Division f Robert S. Mueller * IIXi 

*:.c Assistant Attorney General in charge of the Criminal 
Divi »icr., I have had tj*c responsibility for cv^.®«wjnr *r*c 
cocrainating the various investigations into 5CCI . 

At no time has anyone at the White House sought in any vay 
to influence these ongoing investigations. Moreover, to my 
knowledge. Governor Sununu. has had no conversation with anyone at 
the Justice Department concerning these investigations . * 

91-423 

FOR IMMEDIATE RELEASE XG 

WEDNESDAY, OCTOBER 23, 1991 202-514-2007 

| 10; 00 p.m. EDT (TDD) 202-514-1888 

Statement of Acting Attorney General William P. Barr: 

'The notion that anyone at the White House has attempted to 
influence the bcci investigation is utter nonsensa.* 
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Senator Kerry. Gentlemen, there are, I think, two principal 
areas that I want to try to make some inquiries about, and then I 
am going to try to see if we can move on. There are a few sort of 
loose odds and ends also that I just want to try to touch on in a few 
places. 

Coming back to the question of sort of the nature of the involve- 
ment, let me just say that I think Mr. Altman, your statement 
about the changes that were made at the bank I accept, and I 
think the committee accept that indeed those were made. 

The concern the committee had was that that happened in the 
wake of the 1988 drug money laundering indictment, when chills 
and alarm bells went off at BCCI, and what witnesses have told 
us — and the reason I ask this is not some sort of grand conspiracy 
theory that we are conjuring up. I assure you we are trying to sep- 
arate what is grand and outrageous from what is reality. 

But a number of witnesses have testified under oath and put evi- 
dence before the committee to the effect that what you really had 
happen was in 1988 with the drug money laundering indictment 
concerns were expressed in London and elsewhere about the expo- 
sure of the bank overall as a consequence, and whether or not that 
might draw the regulators like moths to the klieg lights— or politi- 
cians — and the result was that there was sort of a get-the-act 
cleaned up, not necessarily in First American, because frankly I do 
not think First American as a banking entity had those kinds of 
problems or had a need to get something cleaned up, but that out- 
side of it, and particularly with respect to NBG — National Bank of 
Georgia and the Gaith Pharaon situation, coupled with his finan- 
cial problems, which put the bank at exposure, it has been asserted 
by Mr. Sakhia by Mr. Rahman and others, that it was necessary to 
dump the bank and protect it. 

Now, do you have any comment on that? 

Mr. Altman. Senator, I am puzzled. The National Bank of Geor- 
gia acquisition was completed in the summer of 1987, and these 
changes were effected immediately upon acquisition — this manage- 
ment change that I described — and those were effected immediate- 
ly. BCCI was not indicted until October 1988, 1 year and 3 or 4 
months — 12, 13, 15 months later — so I do not understand the point. 
I am confused. 

Senator Kerry. Let me come back to that, and I will try and tie 
it together in the context. 

Mr. Altman. OK. 

Senator Kerry. The other pieces that have been brought to the 
committee’s attention, again by the witnesses who have testified as 
well as by the Fed and others who have provided both documenta- 
tion and information, is the ongoing sort of business relationship as 
it appeared to some. 

For instance, turning your attention to document 13, there is a 
telex message that shows Mr. Sakhia had arranged for First Amer- 
ican New York to get a deposit of $4,200,000 for 6 months at slight- 
ly below market rates. That was sent to you, Mr. Altman, in Wash- 
ington. 

Then the next document shows in paragraph 2 of the enumer- 
ated paragraphs, all business passed on by BCCI to First American 
Bank, New York may please be reported to Mr. Afridi. So you have 
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had a sort of joint management relationship which people have al- 
luded to. 

Then the next document — this was the coordinating committee 
to which you referred that you had not heard of. There are other 
documents, and again, I am not going to go through each and every 
one of them here, because I do not think the moment or time pro- 
vides for it, but there was this ongoing, very integrated exchange of 
deposits, of business, if you will, and Mr. Sakhia told the committee 
that from their point of view they did not mind taking a loss, or 
they did not mind putting the business there, because to them it 
was viewed as their business. They were going to get it through the 
relationship of First American to BCCI. Now, that is what they 
say. I think you have heard that testimony. 

Mr. Altman. I have heard part of Mr. Sakhia’s testimony, and 
the committee can accept it for whatever weight you wish to give 
it. I have stated earlier, I take the strongest exception to many of 
the statements Mr. Sakhia has made, not just the one Mr. Clifford 
has identified, although I think that is indicative of the testimony. 

Senator Kerry. Could I ask you, Mr. Altman, as an attorney as 
well as a participant in this, what motive you would attribute to 
Mr. Sakhia with respect to his testimony? Is there something that 
you have thought of? Is there a sense you have of what is happen- 
ing here? 

Mr. Altman. There is, Senator. I am not sure that this is what 
you want me to go into in public session, but if you do I can. 

Senator Kerry. I am looking at Mr. Bennett, who feels that it 
would be more advisable not to at this point. 

Mr. Bennett. Senator, yes. I think in fairness to you, the com- 
mittee, Senator, there are certain matters that are under seal in 
Federal court, and as much as I would like Mr. Altman to answer, 
I do not think it would be appropriate for him, nor would it be in 
the interest of the committee. 

Mr. Altman. There are some other matters that are privileged 
that — and I want to be careful about making commentary which is 
not perhaps a commentary that should be offered in public, but 
there is certain information that we can provide the committee, I 
think, that might be illuminating. 

Senator Kerry. May I ask you at this point in time, then, at 
least in open session, were you ever contacted, either of you, by 
members of the intelligence community of the U.S. Government? 

Mr. Clifford. I have not. 

Mr. Altman. Nor have I. 

Senator Kerry. Do you know whether or not Mr. Abedi was? 

Mr. Clifford. I do not know. 

Mr. Altman. Nor I, sir. 

Mr. Clifford. I did not hear him say that he had been. 

Senator Kerry. And was there any time in the course of any dis- 
cussions with you when he alleged in any way that he was con- 
cerned about the CIA or about being on the watch list or any such 
matter? 

Mr. Clifford. Never in my presence. 

Mr. Altman. Never in mine. 

Senator Kerry. And you never heard from any of the personnel 
within the BCCI community anything to that effect? 
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Mr. Clifford. I did not. 

Mr. Altman. The first I heard about it was some reference Mr. 
Sakhia made in his testimony, to the best of my recollection. 

Senator Kerry. Do you at this point have any knowledge with 
respect to the $10 million Adnan Khashoggi note through BCCI? 

Mr. Altman. I do not know anything about it. 

Mr. Clifford. I do not. I never heard of it. 

Senator Kerry. Was First American in any way used as a deposi- 
tory of intelligence community accounts? 

Mr. Altman. Senator, I don’t have the specifics about it, but I do 
have an understanding that the CIA has maintained accounts at 
First American. 

Senator Kerry. But you have no knowledge of any of the reasons 
therefore or the specific efforts that those accounts might have 
been part of or anything? 

Mr. Altman. No, I do not. 

Senator Kerry. None whatsoever. 

With respect to another area of inquiry with respect to BCCI, did 
you ever become aware in your dealings with National Bank of 
Georgia or with Mr. Gaith Pharaon of any involvement that he 
might have had or that the bank had with Centrust in Florida? Did 
you ever learn of that? 

Mr. Altman. I heard that, to the best of my recollection, after he 
sold the National Bank of Georgia he bought a large stake in Cen- 
trust. I think he was the largest individual shareholder. I think 
that is what I was told. 

Senator Kerry. Do you know when that would have been? 

Mr. Altman. Our transaction was completed in 1987, so probably 
around that time period. But I wasn’t involved in it. It is just some- 
thing I had heard. 

Senator Kerry. So you have no first-hand knowledge as to any 
BCCI involvement specifically with Centrust? 

Mr. Altman. That is a different question. 

There is an investigation that was commenced, if I recall, it was 
with reference to a debenture or some issue that Centrust got out 
that either BCCI or Dr. Pharaon or both of them participated in, a 
$25 million debenture. There is some allegation about that. I do not 
know the specifics of it, but I’m aware of it. 

Senator Kerry. But it is only through the investigation that you 
have learned anything about it? 

Mr. Altman. Oh, yeah. I didn’t know about it before all this 
arose. I wasn’t involved in that. No, sir. 

Senator Kerry. I just wanted to find out whether you were or 
not. 

Let me come back now again to this question of who knew what. 
And I think it is very helpful to us as we have been proceeding to 
get a sense of where you stand with respect to what you understood 
was happening at the time and what others might have under- 
stood. Because some of the evidence that we have is obviously sug- 
gestive of something else. And one needs to know what it means. 

I turn your attention, again, going back to this question of the 
mutuality of relationship, to document No. 14. Document No. 14 is 
a minute, minutes of the president, president Abedi’s meeting with 
the Far East region senior executives in Hong Kong in April 
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1987.I21What he says there, this is a sort of transcript of his com- 
ments or excerpt of them. And he says, for me this is the event in 
importance only to one event that happened in September 1972 
when this bank came into being. If I were to be honest with you, I 
think it is not second to that, but it’s just as important to that. 
This bank — referring to BCCI — has become a significant banking 
institution in the committee of banks internationally. 

You are now — speaking to all the assembled personnel there — 
you are now with the First American group of banks, at the 
moment over $27 billion in assets. And we will be $30 billion by the 
end of this year. 

We are now being recognized in the brotherhood of international 
banks as an important factor to the banking system of the world. 

At this meeting was Mr. Tariq Jamil from National Bank of 
Georgia or formerly therefrom, and other members of the BCCI/ 
First American community. 

Were you there, either of you, at that? Is this a document you 
have ever seen? 

Mr. Altman. To the best of my recollection, the first time we 
saw this was last night. 

Senator Kerry. When we provided it to you? 

Mr. Altman. When you provided it to us. 

Senator Kerry. Does it indicate to you, as it seems to to us, that 
Mr. Abedi is certainly not keeping a secret of the fact that he 
thinks he owns First American, that it is part of the family? And 
would you agree at least with that as his assertion? 

Mr. Clifford. I would have to add that I do not understand, Sen- 
ator, when he says that, “You are now with the First American 
group of banks, at the moment over $27 billion in assets.” That is 
not us. I don’t know what he means. 

Senator Kerry. You had how much in assets? $11 billion? 

Mr. Clifford. The highest we ever got was $11.5 billion. 

Senator Kerry. He is adding in all the 69 branches of BCCI. 
What he is saying is that the BCCI family, including First Ameri- 
can, now represents $30 billion worth of banking power. 

Mr. Clifford. Well, that doesn’t add up either because by 1987 I 
would say that the assets of BCCI must have been $20 billion. 

Senator Kerry. Was that according to Price Waterhouse? 
[Laughter.] 

We will figure that one out. I suspect it was a fluctuating total 
asset base. But who knows? 

So at any rate, this is a mystery. Is that correct? 

Mr. Clifford. It’s a mystery to me. 

Mr. Altman. It is to me. Obviously, we had some shareholders in 
common, but I can’t explain this language. 

Senator Kerry. Does it not strike you as extraordinary that in 
1987 so publicly they are marketing? I mean, surely you would un- 
derstand why Mr. Sakhia would come here and say it was no secret 
we owned First American. I mean, this seems to give some credibil- 
ity to the notion that he had a reason to believe he thought that 
they owned it. 

Mr. Clifford. Senator, it was a secret to the Bank of England. 
And it was a secret to Price Waterhouse. It was a secret to us. It 
was a secret to the Fed. So there were a great many people 
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Senator Kerry. Actually, Mr. Secretary, and I do not want to — I 
am not here to just contradict you, but it was not a secret to the 
CIA in 1982 because they moved a memo through the agencies of 
Government saying First American, BCCI has bought banks in the 
United States. Did you read that memo? 

Mr. Clifford. We would give a great deal if only we could have 
been told about that memorandum in 1982. 

Senator Kerry. I am sure you would. I have no question about it. 

Let me move on to the next document, if I can, Mr. Altman, it is 
No. 15. This was a deposition taken with respect to the Virginia 
Bankshares case in 1988. And in it you were asked on page 17 of 
the memo, it is the second page of the 3-page memo, you were 
asked about your communication with the investors of CCAH. And 
you were asked, is there any particular investor with whom you 
communicate on a regular basis as opposed to other investors. You 
said no. 

Do you communicate with all of them with equal frequency? You 
said no. Is there an investor with whom you communicate with 
greater frequency than others? You said no, there’s no particular 
pattern to it. Sometimes some of the investors call me or at times I 
will contact one of them. At times I will contact all of them. Do 
you recall that testimony? 

Mr. Altman. I don’t recall specifically this testimony. But I 
accept what the transcript says. 

Senator Kerry. The reason I ask you that is because one of the 
questions raised in the House and one of the questions raised pub- 
licly is how often these investors appeared and really were dealt 
with and so forth. 

And if you turn to the next document, which is a First American 
Bankshares document, No. 16, a letter to Mr. Fulaij. It is a notice 
from Secretary Clifford to the shareholders about an important 
meeting, excuse me, about a meeting to discuss important develop- 
ments at First American Bankshares. And the meeting was to be 
held in London on October 23, 1990. 

The question I ask is, turning to the next document, No. 17, you 
invited in your letter each shareholder to designate a representa- 
tive to attend on their behalf if they could not attend. A represent- 
ative did attend representing the government of Abu Dhabi, Sheik, 
then Sultan, A1 Nahyan Zaied. 

And his report to Shaikh Zaied said as follows: 

The meeting was attended by Mr. Clark Clifford and Robert Altman from First 
American. The shareholders or their representatives present were H.E. Kamal 
Adham, Mr. Gauhari, Mr. Fulaij, and myself. The meeting was opened by Mr. Clif- 
ford who gave a background of First American and its progress to date. 

It was pointed out by Mr. Clifford that the contact maintained by First American 
and its shareholders were through Mr. Aga Hassan Abedi, who acted as a liaison 
between both parties. And this was the first time that an attempt was made to con- 
tact the shareholders directly. 

Now that seems to contradict the notion that you had been in 
touch with them previously. It seems to contradict the notion that 
the shareholders knew that Mr. Abedi was the contact because you 
were informing him of that fact at that time. And I am just, again, 
just left with sort of why, why does this appear this way that there 
is a first meeting, for the first time there is a contact in 1990 when 
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nevertheless these people were supposedly participants on a regu- 
lar basis. 

Mr. Clifford. Let me take a cut at it. 

Mr. Altman. Fine. 

Mr. Clifford. I think the wording that Mr. Azad has used is in- 
correct. When he says, this was the first time that attempt was 
made to contact the shareholders directly. I think what he means 
to say is this is the first time attempt was made to contact the 
shareholders in person, which is very different. 

We had contacts with the investors starting in 1982. But this is 
the first time 

Senator Kerry. So I take it there had been no meetings of the 
shareholders in person previously. 

Mr. Clifford. We had meetings with some of them in person. 
But I do not recall our ever having a call for all the shareholders 
to come or their representatives. Do you? 

Mr. Altman. I think a couple of comments, Mr. Chairman. 

First, with reference to the memorandum, which again I saw for 
the first time last night, I agree with Mr. Clifford’s interpretation. 
Although obviously we didn’t write that. 

Incidentally, I think it is addressed to the chairman of a private 
department and not to Shaikh Zayed himself. 

But in this case 

Senator Kerry. I stand corrected. You are absolutely correct. 

Mr. Altman. Mr. Azad who worked for that private department 
was new to the matter. He didn’t have a lot of the background that 
others had because this was really the first time he had become in- 
volved with the First American investment. 

Going back to my testimony that you made reference to, I say I 
don’t know the number of times I’ve talked to any particular inves- 
tor. I believe over the years I would have talked to Shaikh Kamal 
Adham more frequently than any other investor. But it is just a 
guess. 

And what happened that gave rise to this meeting and the report 
on this meeting that you are reviewing in the document, is that 
BCCI had served as the communications link. It is interesting that 
we did not have direct contact with Shaikh Zaied through the 
years. We had our contact through Mr. Abedi. And Shaikh Zaied is 
considered, to our understanding by the Federal Reserve, as a le- 
gitimate shareholder. So this concept of communications link and 
investment advisor worked in his case. 

Senator Kerry. Let me say for the record that at least this Sena- 
tor is convinced. I am not sure of the rest of the committee, but I 
think it is clear that Shaikh Zaied was, indeed, a legitimate inves- 
tor. 

Mr. Clifford. And very likely the two other Abu Dhabi parties, 
one of them Prince Khalifa and the Abu Dhabi Investment Co. 

Senator Kerry. And I think there is no question that they had 
significant sums at stake. And that is evidenced in a number of dif- 
ferent ways here. 

Mr. Clifford. Right. 

Mr. Altman. In that regard, I would just say so that the point is 
clear on the record, from our standpoint, that is, I think, speaking 
for the management of First American, we had no way to distin- 
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guish between shareholders. We did not know that there were two 
groups of shareholders, some nominees, some legitimate. And the 
use of Mr. Abedi as a communications link and as an investment 
advisor was an appropriate use and one that worked in the case of 
these shareholders who are believed by the Federal Reserve to be 
legitimate shareholders. 

What happened, however, was that in 1990, in the spring, BCCI 
was acquired by the Abu Dhabi interest. And the management 
group that had been in London moved to the Middle East. It left 
London and moved to Abu Dhabi. And in the summer of 1990 I had 
a meeting with Kamal Adham in London and I said that we had 
been using Mr. Abedi as our communications link, but Mr. Abedi, 
of course, is because of health no longer involved. And Mr. Naqvi 
who we were using on a limited basis thereafter is not going to be 
around. And BCCI is not going to be a major operation. Arid we 
need a new means of communicating with this group. 

Kamal Adham suggested, A, that he would as he had been the 
informal chairman of the group so-called for many years, accept 
that responsibility. And, further, he thought that we should have 
meetings at regular intervals. And he suggested that a representa- 
tive of Shaikh Zaied, given their financial interest in the property, 
they were the second principal investor, should be invited. 

And so an invitation was also extended to a Mr. Mazrui, who was 
the chairman of this department which managed the ruler’s invest- 
ments. 

We decided to have such a meeting. We extended an invitation to 
all shareholders who wanted to attend. It was going to be, in effect, 
a new approach to try and create an effective means of communi- 
cating with these people since the link that we had utilized for 
some 8 years was being severed and was no longer effective. There- 
fore, these letters went out. 

This memorandum reflects the fact that Abu Dhabi wished to 
attend the meeting and they sent Mr. Azad, who as I say had not 
real background in it at the time, although a knowledgeable indi- 
vidual, sophisticated man, he was sent to the meeting so that he 
could get the report and take it back to the Abu Dhabi shareholder 
group. 

Senator Kerry. Let me turn to Senator Brown and then I am 
going to come back and perhaps be able to wrap up my set. Let us 
see where he goes. Senator Brown? 

Senator Brown. Thank you, Mr. Chairman. 

I have just a few brief areas that I wanted to cover. The first 
dealt with compensation. 

In your statements originally you had mentioned that the com- 
pensation was very modest, referring, I think, to the compensation 
from First American where you served as chairman and president, 
respectively. 

Mr. Clifford. That is correct, Senator. 

Senator Brown. I thought it would be helpful for the record to 
go through and accumulate what we can in terms of compensation. 
As I understand it, Mr. Secretary, your compensation was limited 
to $50,000 a year as chairman. 

Mr. Clifford. Yes, and remained that way all through the 9 
years. 
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Senator Brown. And, Mr. Altman, as I recall the testimony, you 
did not take a salary for acting as president? 

Mr. Altman. Mr. Clifford, as chairman, received a retainer. I re- 
ceived no salary and no retainer. I did receive director’s fees for 
serving on the boards. 

Senator Brown. Can you give us an idea of what those would 
have amounted to over that period? 

Mr. Altman. I would think that — they would be the fees that 
were paid to all directors of the company except for inside direc- 
tors. 

Senator Brown. I do not mean to put you on the spot. If that is 
something you want to supply later. 

Mr. Clifford. I have a recollection that the directors were paid 
$12,000 a year basis. And then they received a fee for attending 
meetings, which may have been $500 or so. So it was in the area of 
$12,000 to $14,000 a year that was paid to the directors. 

Senator Brown. Which is a standard arrangement for boards of 
directors. 

Mr. Altman. Yes, sir. 

Senator Brown. In addition, we have already talked about the 
stock transaction. And as I review the records, the combined 
before-tax gain of both of you is $9.85 million. 

Mr. Clifford. That’s correct. 

Senator Brown. And after tax, that was reduced to somewhere 
near $4 million. 

Mr. Clifford. Yes, I think mine was $2.7 million and Mr. Alt- 
man’s was $1.3 million. So the total was $4 million after taxes. 

Senator Brown. And in addition, both of you would still have 
stock ownership of the, was it roughly 40 percent that you re- 
tained? 

Mr. Clifford. Yes, and that was paid up in the transaction that 
took place there, the stock that we had remaining was paid up. 

Mr. Altman. In that regard, Senator, in 1989 there was another 
rights offering and Mr. Clifford and I each subscribed for some 
more stock. This was after we had held the balance from selling 
the first block that we had purchased. 

We bought some more stock in 1989. And incidentally, that stock 
was not financed by BCCI. There were no loans, in fact, from a 
bank. And then in 1990 there were convertible debentures that 
were issued by the company in an effort to raise capital and Mr. 
Clifford and I each purchased our pro rata portion of those convert- 
ible debentures. 

Senator Brown. Of the stock that you had purchased originally, 
which appears to me to be 2,200 shares for Secretary Clifford and 
1,100 shares for Mr. Altman, do we have a way of coming to a 
figure as to what that would amount to? It looks to me if you value 
that at $6,800, which was the figure we used earlier, that that 
comes close to $22.9 million. 

I guess the question is 

Mr. Altman. We would be glad to sell them at that price. 

Senator Brown. Yes. What is an appropriate price at this point, 
do you have a feel for that? 

Mr. Clifford. I wish to make two points. 
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One, the fact that we had one transaction at the $6,800 figure did 
not set a price at that time. In very narrowly restricted sellings of 
unlisted stock, one sale does not set a price. We mentioned that 
earlier. Different prices are agreed at depending on how much the 
buyer wishes to pay for the stock. 

So that one transaction came and went. 

Now with the stock that we own today, unfortunately, there is no 
way to value it. For the conditions that exist today result in that. 
The stock is widely distributed, but we don’t know where it is. 
Some of it may be held by the liquidators. Some of it may be held 
by Abu Dhabi. We do not know. I don’t believe anybody knows 
where the stock is distributed today. 

Also, the value of the stock, obviously, is much lower because of 
what has happened to economic conditions in this country. Just as 
illustration I was checking some figures in this relationship. Riggs 
in 1988, that’s the year when we made our sale, Riggs stock was 
selling then at 48, excuse me, was selling then at 26 and as of now, 
August 1, it was selling for 8, so there’s been that amount of de- 
cline. 

The other one that I noted, which is one of our main competitors, 
that’s the Maryland National Bank, that stock was selling for 48 in 
1988 and on August 1 of this year it was selling for 4%. That’s the 
precipitous decline that has taken place in bank stocks in this area 
because, mainly, of the collapse in real estate values. 

Senator Brown. Do you have a feel for what book value would 
be? 

Mr. Clifford. Today? It’s come down. 

When we first bought our stock it was $2,200 and in the next 4 
or 5 years it worked up very close to $3,000. Then came the precipi- 
tous decline in bank stocks and the loss in real estate values, which 
caused us to take our first loss in our 9 years in 1990. All the banks 
then suffered substantial declines in book value. 

I don’t know even now if it would be $2,000. It probably is less. 

Mr. Altman. It's approximately $2,000 a share, although, Sena- 
tor, you would understand that most bank stock today, unlike the 
case in 1988, sells at a substantial discount from book value. That 
is, Mr. Clifford indicated by the numbers, say, from Maryland Na- 
tional, one of the biggest banks in the area, selling at $4 a share, or 
Riggs at 8, something like that. 

Senator Brown. Well, as I went through this, if I have read the 
record correctly — and I guess I presented it so that you, perhaps, 
will straighten it out in this process. The law firm — your law firm 
provided legal services and received fees, presumably, from a 
number of parties in this area. BCCI, Bert Lance, CGAH, CCAI, 
FAC, FAB, the parties you represented in the original takeover of 
the FGB, and there is some indication in the record that you may 
want to comment on that you had the ability, at least, to designate 
other law firms to handle BCCI business. I do not know if that re- 
sulted in referral fees or not. Would all of those be correct? Were 
those fees at the law firm received of all of those entities? 

Mr. Clifford. Let me give the part of it that I know about. 

Senator Brown. I’ve given you a long list. 

Mr. Clifford. I think I can get to it quickly. The representation 
started at the time the litigation begem. That would be back in 
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197?, so that the relationship with the investors began then. The 
litigation lasted maybe SVz years. 

When the litigation was over, the investors indicated that they' 
wished our law firm to continue to represent the properties which 
the investors now owned. As you are already familiar, there were 
three Shell companies at the time for tax purposes, CCAH, CCAI, 
and First American Corp. Then comes First American Bankshares 
and the investors ask that we represent all of those whenever they 
needed counsel. 

Most of our services were rendered to the operating holding com- 
pany, First American Bankshares, and that stated out at a lower 
figure when the bank was not so large, and as the bank expanded, 
then the cost of legal services expanded. The fact is our law firm 
served as the legal division of First American Bankshares. They 
didn’t have to go out and hire lawyers. We supplied them with the 
lawyers. 

I would give you a little idea of the overall picture. I would say 
that through the 9 years, if I tried to average it, I would say that 
about each year the total cost of lawyers to First American Bank 
Group ran between $10 and $12 million a year, and of that figure 
the amount received by our firm would average about one-tenth of 
that, or maybe $1 million a year. 

Senator Brown. That would include the First American Bank 
Group. Would it also include the fees from BCCI? 

Mr. Clifford. No. That would be a separate matter, and those 
fees were nothing like the fees that we charged First American 
Bank, because there wasn’t nearly that much work to do. We had 
no regular work for BCCI. 

At the end of the year, we would look back over it and figure the 
items on which they would call us. They were not very many. It 
would just be an occasional matter that came up that they would 
call on us, because they used White & Case, sometimes Sullivan & 
Cromwell in New York, Morrison & Foerster in San Francisco, Hol- 
land & Knight in Florida. 

I think, as a matter of fact, they used them a good deal more 
than they used us, and also if I might just insert a parenthetical 
comment, oftentimes we have been approached with the thought, 
well, you must have known what BCCI was doing, because you rep- 
resented them. That does not follow. They used us only on selected 
matters. We were not their general counsel, and just to put it suc- 
cinctly, they told us only what they chose to tell us. That is the 
situation. 

Senator Brown. I appreciate, in looking at these figures, that the 
amount of billing is obviously different from what the take-home 
pay might be from these kind of services. I thought it was impor- 
tant to get a feel for the volume that was involved. 

Mr. Clifford. That is correct, sir. 

Senator Brown. I had a question about referral fees. Did the 
firm also receive compensation for referral to other law firms? 

Mr. Clifford. I know of no such situation. I do not know of any 
case, in all the years we have had our firm — 41 years — that we 
have ever charged a referral fee for a matter which we have re- 
ferred to another firm. 
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Mr. Altman. And incidentally, so that the record is clear. Sena- 
tor, we did not have the authority to designate a law firm for BCCI, 
but we would recommend law firms to BCCI. They had to make the 
decision to accept it, which they would do in cases where we were 
called upon, but it was not our authority to pick their law firms. 

Senator Brown. You had also mentioned in your testimony that 
there were no financial improprieties in the way First American 
was managed under your leadership. We had testimony earlier 
that one of the traits or characteristics of BCCI was to seek to gain 
favor or a working relationship with political leaders, and in that 
regard they made donations to charities, they made payments to 
the individuals involved, and a variety of other things. I thought 
that was an area that would be helpful to try and put on the 
record. 

First of all, let me ask, was it First American’s practice to loan 
money to political campaigns? 

Mr. Clifford. No, it was not. 

Mr. Altman. As a matter of fact, Senator, my recollection is that 
at our request they adopted an express prohibition in the lending 
policies from doing that. We did not think that was a business that 
First American should be in. 

Senator Brown. Senator Kerry and I both appreciate why that 
might be considered a somewhat risky business. 

Senator Kerry. Speak for yourself. 

Senator Brown. I will speak for myself. [Laughter.] 

Did First American loan money to political campaigns? 

Mr. Clifford. No; not to a campaign that I’ve ever been con- 
scious of. 

Mr. Altman. The only instance that I’m aware of, we at one 
time became aware that there was a loan which we had no prior 
knowledge of that had been made to, I think it was then Senator 
Hart, Gary Hart. That was one instance that we had adopted a 
policy, and I’m not clear about that loan. I think that loan was 
paid off. We had adopted a policy that we did not want to be in the 
business of making loans to finance campaigns. 

Senator Brown. Weis that after the Hart loan, or do you recall? 

Mr. Altman. I don’t recall, but I know it was something that 
was a holding company directive. We did not believe it was an ap- 
propriate business for First American. Even though we were not 
sitting on loan committees, we asked that our banks not be in- 
volved in that kind of lending, and I think that’s reflected in the 
loan policies, although I don’t have them. 

Senator Brown. So as far as you know, that was the only one 
that you recall? 

Mr. Clifford. It’s the only one that I ever heard of, and I think 
we inherited that. 

Senator Brown. What about to political leaders themselves? Can 
you give us an idea if that was a practice of the bank? 

Mr. Altman. First American was one of the dominant banks in 
Washington, DC. There are really three major banking institutions 
in this market-by-market share — First American, Sovran, and 
Maryland National — and I am confident that all three banks, as 
well as others, such as Riggs, have loans to people who are involved 
in Government and politics, but those are not political loans. If 
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someone needs a car loan, or someone needs a mortgage loan, they 
certainly aren’t disqualified because they’re in political or govern- 
mental, service, so I’m sure we do. 

Senator Brown. To your knowledge, were any of the loans to po- 
litical leaders granted at or granted involving special treatment? 
That is, lower interest rate than normal, less security? 

Mr. Clifford. I have never heard of such a case. 

Senator Brown. I know the House bank used to assist Members 
in finding loans to finance. I hadn’t realized that the service wasn’t 
needed at the time. Was First American a referral bank for the 
House — the House Sergeant at Arms Office? Are you aware of 
that? 

Mr. Altman. I am not aware. I was unaware of the House bank 
until the recent publicity, and I’m unaware of whether they ever 
referred any customers to First American. 

Senator Brown. Did the bank ever engage — make political dona- 
tions with the bank’s money? 

Mr. Clifford. Not that I ever heard. 

Mr. Altman. No, sir, not to my knowledge. Individual offices can 
do as they will, but not as a corporate matter. 

Senator Kerry. Thank you, Senator Brown. 

Senator Brown. Thank you. 

Senator Kerry. I just want to come back to one thing you said, 
Mr. Altman. You mentioned that you did loan — that the First 
American had an account for the CIA, or accounts therefor. How 
did you learn that? 

Mr. Altman. It came up in a conversation I had with the chief 
financial officer, where he indicated to me there are certain au- 
thorities that are granted to banks that have those kinds of ac- 
counts, and I became aware that we had some of those accounts at 
First American. I don’t know. 

Senator Kerry. Do you remember when it was, approximately? 

Mr. Altman. It was this year. 

Senator Kerry. This year. And what kind of authorities was he 
referring to? 

Mr. Altman. It was who is entitled to handle those accounts. 
There are certain requirements that the banks have to follow for 
special accounts, but I didn’t get into the specifics. It’s only when 
you ask the question I am aware that there were certain relation- 
ships. 

Senator Kerry. Now let me ask you something that’s been a 
puzzle to a lot of us, as exprivate sector attorneys and now as 
public officials — the $45 million cost of litigation on the money 
laundering. Your firm acted as the paymaster, in a sense, for that, 
and I believe one or both of you was sort of the head of the team, 
and you had Mr. Banoun and Mr. Wechsler and others below you 
and then a tier of lawyers in Florida. 

But when one looks at the payout on that, starting in 1988, No- 
vember 30, 1988, with $1 million paid out, November 30, 1988, a 
separate payout of $650,910, 1 month later another $1 million paid 
out, the same day another $1,032,000, so in the first 1 Vz months 
you have got close to $4 million out. 

Then you’ve got a series over 1989 of payments of $900,000, 
$595,000, $1 million, $1.1 million, $1,843,000, $1.1 million, $750, 
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$583, $1.35 million, $500, $334, $1,338,000, $1,250,000 — this is all 
1989, and it still goes on: $1 million, $1.2 million, $2.1 million, $2.3 
million — that’s 1989. 

Then you go into 1990, and you have got $335, $643, $250, $693, 
$1 million, $1 million, $909, $1.3 million, $1 million — and so it goes, 
through 1990. Those are mind-boggling payouts, I think, to anybody 
just sort of sitting here. Can you shed some light on what happened 
in the course of this litigation that was so expensive and what 
people did and who received this money? 

Mr. Altman. Let me try. First, Senator, you have used a figure 
that we heard also before House Banking, and that is $45 million. 
I’m not sure where that number comes from. 

Senator Kerry. Well, it’s the total of all the numbers I just read 
out to you. BCCI payments from Legal Defense Fund, managed by 
Clifford & Warnke, statement dates, and there are a series of state- 
ments with specific amounts. BCCI’s board of directors authorized 
payments for the legal fund to be handled by First American. 

Mr. Altman. I don’t have a copy of that document. 

Senator Kerry. This is a document from the House Banking 
Committee. Have you not seen that? 

Mr. Altman. No, sir, I have not. 

Senator Kerry. This was the House. I think this came up in the 
House, which is why 

Mr. Altman. Well, they used the figure in the House, and we 
didn’t know how it was computed. 

Senator Kerry. Well, they’ve got the payouts here. 

Mr. Bennett. We never got a copy of that, Senator. 

Senator Kerry. Well, I’ll get a copy to you right away. It may be 
inaccurate. This is what I’m trying to find out. 

Mr. Altman. Let me give you a couple of observations, if I 
might. The amount of money that I’m aware of— now, I haven’t 
studied these figures, but the amount of money that I understood 
was paid in connection with this general effort was half that — ap- 
proximately $20 million. 

That money was not expended simply on the defense of the 
Tampa proceedings. The money went to law firms. The money — a 
substantial portion of the money went to Price Waterhouse, and 
the money went to various other kinds of costs, and let me give you 
a feel for why. 

After the Tampa case was announced, BCCI then had substantial 
legal problems in a number of parts of the world. There were inves- 
tigations that were commenced in London, there were investiga- 
tions that were commenced in Luxembourg, investigations in 
France. 

In addition, there was a general belief, as the evaluation was 
made of BCCI and people started taking a hard look at BCCI, 
which we had the opportunity to do for the first time, it was clear 
that BCCI’s operating controls and procedures were seriously defi- 
cient, and a substantial amount of time and money was spent ana- 
lyzing their controls and writing new kinds of controls, controls 
that would prevent money laundering abuses in the future, Bank 
Secrecy Act violations in the future, a large number of controls 
that one would have thought that a bank — these were then agen- 



270 


ties, but agencies that had been operating for this period of time 
would have had in place. 

Senator Kerry. You know what I think we can do to try to save 
some time here, excepting that, what would be helpful to the com- 
mittee is if you could provide us with some sort of a correlation of 
these payouts to entities, and I think that would resolve — I don’t 
think we need to spend a lot of time on it. 

Mr. Bennett. We’re pleased to do it, Senator. I think there may 
be a confusion of accounts, but I’m not sure of that. 

Senator Kerry. There may well be. I want to make it clear, I 
don’t know with specificity what this is. This is a document that 
came from the House. It has the statement dates. I can’t even tell 
you with a certainty that each and every one of those figures be- 
longs in the legal fund, but this is based on testimony, may I say, 
of a number of the bank personnel who have said that was the 
amount that they paid, and it cost them, and there is some infor- 
mation from the bank itself that has argued this amount of money. 

Mr. Clifford. There’s another factor involved. When the indict- 
ment came down, that was in the fall of 1988. It not only indicted 
BCCI, but they indicted nine employees of BCCI, and BCCI made 
the decision, which corporations sometimes do, to also extend and 
pay for lawyers for each of the employees. 

So it isn’t just bills to BCCI. 

Senator Kerry. No, I understand that. 

Mr. Clifford. Every one of those individuals had to have a dif- 
ferent law firm, and every one of those lawyers felt it was very im- 
portant that he give a lot of time, and I’m sure there was a lot of 
duplication, but there was more than one. 

Senator Kerry. If I had a bank paying the bills. I’d give it a lot 
of time, too. I’m just saying, $1 million per defendant in a case like 
that, assuming — I mean, that only gets you halfway to the 21 on 
the individual defendants, and it’s an extraordinary sum of money 
per defendant. 

Mr. Clifford. It’s also been suggested that, in occasional pieces 
that we profited greatly from tins matter. The fact is, not one 
penny of that fund came to us. 

Senator Kerry. I appreciate that comment. The committee didn’t 
ask that question, and we haven’t alleged that. 

Mr. Altman. I would just note for the record. Senator, that trial 
went on for about 6 V 2 months, and as you know, legal costs are 
quite high. 

Senator Kerry. I understand that. All we are looking for is a 
breakdown so we can understand that. 

Mr. Altman. Right. We’ll be glad to. 

Senator Kerry. Now, coming back again — and we are going to 
get through here before too long. This is not a deposition, it’s a 
hearing, and it reminds me why I am glad I’m not doing deposi- 
tions, I’m doing hearings. 

But let me ask you a few other areas of concern that have been 
written about publicly as well as testified to here. The annual con- 
ferences and your participation in them has been an issue of con- 
cern which has been expressed on a number of occasions. 

People have said well, Mr. Altman was in Vienna at the confer- 
ence, or Mr. Altman was in London at the conference, and I choose 
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Vienna particularly because in 1984 Mr. Roy Carlson of the Na- 
tional Bank of Georgia was there, and people were there from the 
BCC Foundation, from the National Bank of Georgia, from a whole 
bunch of individual affiliates. 

The question is, you’ve testified earlier that you’ve sort of had 
some feelings about the similarities of National Bank of Georgia 
with BCCI. You saw that it had the same structure, the same logo, 
the same this and that. Now, we are told by individuals that Mr. 
Carlson would talk openly at these events about his relationship, 
the sort of being part of the family, and my question to you is 
whether or not you ever learned or even had greater suspicions as 
a consequence of these international conferences that there was 
some deeper relationship between the National Bank of Georgia 
and BCCI than met the eye? 

Mr. Altman. Senator, the conference to which you make refer- 
ence is 1984, the Vienna Conference. I’d be glad to explain for the 
record, if you like, why I attended, but if that is not the focus of 
your inquiry 

Senator Kerry. That’s not the focus. The focus is really whether 
or not you got a sense in the course of Mr. Carlson’s and NBG’s 
link and the nature of its relationship to the BCCI? 

Mr. Altman. I don’t recall hearing Mr. Carlson speak at any 
conference. I never spoke at the conference, and in 1984 I was not 
really aware of the manner in which NBG operated. I became 
aware of it when we took an interest in acquiring the property, and 
then we got very deep into the manner in which they operated 
when all this became quite apparent to us, but back in 1984 I gave 
them no real attention. 

Senator Kerry. In 1986, Mr. Afridi and you and Mr. Elley at- 
tended a Luxembourg BCCI Conference. 

Mr. Altman. Right. 

Senator Kerry. Was that of the same nature? You’ve testified, I 
know, previously, and I said I don’t want to go back through every- 
thing you’ve already got on record, but was that simply part of the 
relationship that you testified to earlier in terms of communica- 
tion, or was there another reason you were there? 

Mr. Altman. Well, I was there for a couple of reasons, I suppose. 
I was invited to attend. BCCI was then a client, of course, and 
BCCI also had a close relationship with the owners of First Ameri- 
can, and as a matter of good relations, both as a client and — they 
did parenthetically invite lawyers who represented them over the 
years to attend some of their conferences, so this was not unique to 
me, but both because they were a client and because they had a 
relationship with the shareholders, I attended the conference. 

I think it’s important to note that these were not meetings where 
BCCI’s secret business or strategies, or even much business at all, 
was discussed. Perhaps you’ve had testimony as to the nature of 
the conferences, but they were largely philosophical in nature, if I 
might call it that. 

Mr. Afridi attended the conference. He was working on interna- 
tional for our New York bank. He and Mr. Elley both had contacts 
with BCCI because they had come from that organization, and 
when he returned from the conference he wrote a memo to Mr. 
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Duncan, the CEO, detailing the amount of business that he was 
able to obtain as a result of going there. 

One of the things we constantly tried to do was to compete for 
BCCI’s business, most of which went to Security Pacific and Bank 
of America and these other banks, and we were very eager to try to 
handle that business because it was profitable to us. 

Senator Kerry. Mr. Secretary* 

Mr. Clifford. One year, we sent Robert Stevens, who was presi- 
dent and CEO of First American Bankshares, and he took a box of 
his cards with him, and it was his job in 2Ya days or so to try to 
find the manager of every one of the 70 banks at BCCI, give him 
his card, and say, if you ever need a banker in the United States 
you now know me, and please get in touch with me. He said he 
gave away every card he had. 

Senator Kerry. Did you have this kind of relationship with any 
other bank in the world? 

Mr. Altman. We had a lot of correspondent banking relation- 
ships. 

Senator Kerry. Did you go that conferences, and were you in a 
consecutive way as much a member or a partner — I know you don't 
want to use those words. As much of a presence? 

Mr. Altman. There was no other bank where we attended their 
conference. This was something unique to the way they operated, 
where they invited the people in. 

Senator Kerry. Why do you think the National Bank of Georgia 
was there all the time? 

Mr. Altman. My understanding was that Dr. Pharaon owned the 
National Bank of Georgia. He was a major shareholder of BCCI, 
and he wanted his people exposed to BCCI concepts. That was kind 
of the rationale that was given. 

Senator Kerry. It never struck you that the fact that it was 
always NBG and First American and BCCI from, what, 1982 to 
1989, 7 years, that people weren’t gaining something out of that — a 
sense of affiliation, a sense of unity, the kind that’s been described 
in the terminology put forward? 

Mr. Altman. First of all, Senator, one correction, if I might. It 
was my understanding that the last such conference was held in 
1986, 5, nearly 6 years ago. They didn’t continue throughout the 
years. 

Senator Kerry. You bought the National Bank of Georgia, cor- 
rect, in 1986, 1987? 

Mr. Altman. We bought National Bank — no, I’m saying that 
BCCI conferences, where people came and attended, were not — you 
indicated they went on for 7 years. 

Senator Kerry. The relationship. I’m not saying the meetings 
went on, but the same kind — if it wasn’t a specialized conference, it 
was a specialized referral. If it wasn’t a specialized referral, it 
was — for instance, why did you put a $75 million certificate of de- 
posit in ICIC? 

Mr. Altman. A couple of points. You’ve raised separate prob- 
lems. 

Senator Kerry. These kinds of things keep cropping up. 

Mr. Altman. First, First American and BCCI did have a connec- 
tion that First American and Citibank did not have, and that is, we 
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had our shareholders, who also had a substantial financial stake in 
BCCI, so you have this at the ownership level, this overlap, so 
there is a relationship there that is different than a relationship 
that existed with other U.S. institutions. This, parenthetically, was 
also known to the regulators at the time. 

Mr. Kerry. That is an important question. What you are saying 
to us is that it is your interpretation that the Feds signed off on 
that. I mean, that is what I am hearing now. 

Mr. Altman. It was expressly provided. They asked us and we 
gave them that information during the regulatory proceedings. 

Senator Kerry. I realize that, but taking the Muckenfuss letter, 
which is the Comptroller of the Currency, went to the Fed. The Fed 
made its decision and you are really saying that the Fed approved 
of precisely what followed. Is that correct? 

Mr. Altman. No, sir. I wouldn’t say it quite that way. I’m not 
sure, when the acquisition was made, anybody could ever say pre- 
cisely what’s going to happen or even generally what’s going to 
happen with — for the next 10 years, but the Federal Reserve had a 
specific overriding concern, and I think it’s important to get this on 
the record, because whatever happened at BCCI and whatever hap- 
pened to the stock of this company — and these are matters that we 
don’t know — but the Federal Reserve had some specific concerns. 
They want to know who was going to run First American. Is BCCI 
running it, is this American board running it; and we said, this 
American board is going to run it. We are making the decisions. 
We are not controlled by BCCI. And the Federal Reserve has now 
stated several times recently, after all their audits, that that is 
true. 

Senator Kerry. That is true as to First American in 1990. 

Mr. Altman. Well, they came in in 1991. 

Senator Kerry. In 1991, but it looked back at the operation 
which had fundamentally changed in many ways. 

Mr. Altman. Well, the other point that I want to make is, you 
are indicating that BCCI was managing our business or directing 
business or somehow assisting us and that isn’t the way this oper- 
ation went. Now I don’t know what was in BCCI’s mind and I can’t 
attest to what some of those people said, or what they may have 
done unbeknownst to me, but you can talk to every director at 
First American, you can talk to every CEO at First American, and 
they will tell you BCCI did not run or control their business. 

I heard Mr. Sakhia’s testimony, which was one of the few por- 
tions of it that I heard — was — and considered with some amuse- 
ment, when he indicated that BCCI was this very professional, 
skilled, efficient organization that had to deal with First American, 
which was kind of a bureaucratic, bumbling organization, the wav 
he described it. I think our record would speak for itself. I don’t 
have to— it’s another one of the areas of Mr. Sakhia’s testimony 
that I think the committee could look at more closely. 

We ran First American, we made the decisions. We ran it honest- 
ly; we didn’t need assistance from anyone else. We competed for 
BCG’s business, most of which went elsewhere despite our competi- 
tive efforts, although over time we were able to get it. The amount 
of business that BCCI may have referred to us, while I haven’t ana- 
lyzed it, I would suggest to you is minim al. They weren’t even in 
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the businesses that we were in. Our primary business was retail 
banking, it was banking to small businesses, real estate — more real 
estate than perhaps we wish we had now. BCCI wasn’t in this busi- 
ness and they sure didn’t know these businesses as well as our pro- 
fessional bankers. 

Senator Kerry. With respect to that sort of business relation- 
ship, let me just ask a couple of other questions on the acquisition 
of NBG. 

You asked Mr. Scaffone — is that the correct pronunciation, Scaf- 
fone? 

Mr. Altman. Yes, sir. 

Mr. Clifford. Right. 

Senator Kerry. Scaffone, to analyze the acquisition or potential 
acquisition of NBG, and he came back with that fair purchase price 
of 2.5 book value, which worked out to $160 million? 

Mr. Altman. $211 million. 

Senator Kerry. $211 million, with cash of $160 million and $51 
million of CCAH stock. Correct? 

Mr. Altman. I’m not sure where you’re getting that number. He 
has — there is a — under tab 20 of my book. Senator, there is Mr. 
Scaffone’s memo, dated May 7 

Senator Kerry. Correct. That is what I am looking at. 

Mr. Altman [continuing]. 1986, and he says: It is my opinion 
that a fair purchase price for NBG would approximate 2.25 times 
book, this would yield a purchase price of $211 million. 

Senator Kerry. Right. And on the next page he suggests $160 
million in cash, $51 million through stock. 

Mr. Altman. Oh, I see where you are. 

Senator Kerry. OK. I am just splitting it up. It is $211 million. 
Now, I gather the ultimate sale price was $250-million something? 

Mr. Clifford. No. That’s too high. 

Mr. Altman. The ultimate sale price was $227 million, but that 
is there’s a wash item in there. The actual price that was agreed 
upon was $210 million. There was a $10 milli on debt that owed to 
Dr. Pharaon, and the sale price was increased and the debt was for- 
given, which made an effective sale price of $210 million, but it was 
reported as $220 million. 

Senator Kerry. That is why I wanted to ask you that, because in 
your letter to Mr. Naqvi that you wrote, and that is the next docu- 
ment on May 8, you had suggested to him that you hoped you 
could negotiate, quote, “y° ur paragraph 7.” It is hoped that negoti- 
ations would produce a deal for $160 million to $175 million in cash 
with no stock. Mr. Scaffone provides information concerning vari- 
ous other bank sales, but it is clear we are nearing the point at 
which this purchase is too expensive. Now, why did that suddenly 
change? What happened to make it $220 million, when $175 mil- 
lion with no stock was deemed to be too expensive by you? 

And, you see, the reason this sort of gets flagged again is that 
people keep getting out of these transactions with their full obliga- 
tions paid. In other words, Mr. Pharaon needed x amount of dollars 
to get out of there, to pay his note and to not have any exposure of 
BCCI in the event that people came after him for his failing busi- 
nesses. So to get him out and cover it, in fact, on the paperwork, it 
works out that if he got the $225 million, BCCI is no longer ex- 
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posed. So the question is, why did you, if you thought the price was 
too expensive, let it go up so that he got out free and clear and 
BCCI is happy, if you are purchasing this bank on your own? 

Mr. Altman. Let me state unequivocally, we were purchasing 
the bank. This was a decision that we made. And let me explain 
also that I’m unfamiliar with the financial situation of Dr. Phar- 
aon, so I can’t comment on whatever lending arrangements he 
might have had. I had some different understanding at the time 
about his situation, but that may not be relevant or accurate. 

What happened, and it often happens in corporate acquisitions — 
I think American history is replete with these kinds of transac- 
tions — we got into a competitive bidding situation. NCNB, North 
Carolina National Bank, a very aggressive bank, also had identi- 
fied— the National Bank of Georgia — they had a strategic concept, 
as we have subsequently discovered, virtually identical to our own. 
They thought it made sense for the same reasons we thought it 
made sense and they started bidding against us. They flew to 
France — the team of them flew to France. They met with Dr. Phar- 
aon and they upped the bid, and the bids kept going up. They made 
a bid of $210 million, roughly. I think ifc was $4 million worth of 
their stock, then trading at 52 and a fraction. 

Senator Kerry. This is NCNB? 

Mr. Altman. NCNB, so they made a bid of $208 or $210 million 
and if we wanted the bank, we had to match the bid. That’s what 
happened. 

Senator Kerry. Now, they 

Mr. Altman. And NCNB would confirm for you that was their 
bid. 

Senator Kerry. Now, just a point of curiosity, I am reading the 
next sentence here — and we have never seen a written bid from 
NCNB. Why would you expect to see a written bid from NCNB, if 
NCNB is competing against you for an independently owned bank 
and you are writing Mr. Naqvi, the only thing you could expect is 
that Naqvi was going to let you see their bid so you could know 
how to counter. Would that happen in a transaction like this? 

Mr. Altman. I think the point I was making is, we are hearing 
that NCNB is getting into this and getting very aggressive, but 
we’re upping our bid and we’re talking millions of dollars without 
having real confirmation that this is what NCNB 

Senator Kerry. Well, how would you get that confirmation? 
Would you ever see a written bid from NCNB? 

Mr. Altman. No. I would not see it. I was just commenting. 

Senator Kerry. Well, why did you write that, that you would say 
we have not seen it, unless you expected Mr. Naqvi to show it to 
you? 

Mr. Altman. I don’t know if, in fact, NCNB made a written bid. 
The point that I was making, I am observing here that we haven’t 
seen anything in writing. All we know is that Dr. Pharaon keeps 
telling us that the bid is going up, and whether he is telling us that 
accurately or not, we don’t know. We'd like to see some confirma- 
tion before we start competing against ourselves. 

Mr. Clifford. I might interpose this thought there. We later 
learned from NCNB that they did make that bid, and I think it 
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came to $208 million. But their bid was in stock. Our bid was in 
cash. 

Senator Kerry. I know that NCNB was interested in it, but it is 
no question about the legitimacy of their interest. The question is, 
because of other testimony we have had which suggested that Mr. 
Abedi wanted your bank to buy it, and that the decision had been 
made in Florida to do so, that NCNB was a harassment here. They 
were sort of in the way and the way in which the shareholders 
were able to now not make this too expensive, was because BCCI 
loaned them the money in order to beat the NCNB bid so that they 
could buy. And that is ultimately what happened. They loaned 
them the money, did they not? 

Mr. Altman. I don’t know if BCCI loaned them the money or 
not. 

Senator Kerry. Well, that is what you testified to in the House. 
You said that you came up with the extra money, and the way the 
extra money came up was through BCCI. Excuse me, not through 
BCCI. 

Mr. Altman. No, sir. I don’t think I said 

Senator Kerry. I am sorry. I apologize. I am incorrect on that. 
Where did the extra money come from? 

Mr. Altman. We did a rights offering in 1986 and we did a 
second rights offering in 1987. 

Senator Kerry. But this was to the existing shareholders of 
CCAH? 

Mr. Altman. Yes, sir. 

Mr. Clifford. Correct. 

Mr. Altman. And the first rights offering was for $150 million, 
and the one in the summer of 1987 was for $115 million. 

Senator Kerry. But was not some of that offering taken up by 
loans to those shareholders through BCCI? 

Mr. Altman. It may have been. We don’t have that information. 

Senator Kerry. I think it was. I think that is what I am refer- 
ring to. So in effect, BCCI enabled you to make that sale, or to 
make the purchase by virtue of your shareholders, who were all 
part of this family, being able to buy over the NCNB bid. 

Mr. Altman. Even if it is correct, and I accept what the chair- 
man says, even if it’s correct that the shareholders borrowed the 
money from BCCI, I would have to say I see nothing impermissible 
about doing that. If our shareholders want to buy NBG, and if they 
are meeting the market price as set by a competitive bid situation, 
however they raise their money, as long as these are legitimate 
loans and not shams, it’s not a prohibited transaction. 

Now, there were representations made to regulators about the 
source of that funding and would have to be consistent with those 
representations. I do, Senator, want to go to one fundamental 
point, however, and that is the testimony that this committee re- 
ceived that Mr. Abedi made the decision for us to buy the National 
Bank of Georgia. 

Perhaps rather than hear from Mr. Clifford and me again on the 
subject, it would be helpful if I were to read to you from an affida- 
vit, from one of the directors of the company at the time. His name 
is Lee Jenkins. He was the president of a New York Stock Ex- 
change listed company. He was, incidentally, a man who was very 
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skilled in mergers and acquisitions, very financially astute and so- 
phisticated, and he says the following in his affidavit: With respect 
to the acquisition of the National Bank of Georgia, the board was 
presented with the relevant financial data and was apprised of the 
status of the ongoing negotiations throughout the acquisition proc- 
ess. The agreement to acquire NBG was approved by the board of 
FAB's parent. 

One of the principal reasons for FAB’s decision to acquire NBG 
was that NBG’ s central location in the Southeast satisfied one of 
the bank’s long-term strategic objectives of expanding in the south- 
east. I, and I believe the other directors concluded, that the pur- 
chase of NBG represented a unique opportunity and was in the 
best interests of First American Bankshares. BCCI had no influ- 
ence on my conclusion, nor to my knowledge on any other direc- 
tor’s conclusion that the purchase of NBG was in the best interests 
of the First American organization. To my knowledge, BCCI did not 
in any respect cause First American to acquire NBG. 

Senator Kerry. There is a way to explain that, as there is every- 
thing in this, and it is that once a decision had been made to try to 
effect it, you obviously had to get a board of directors and other 
people to approve it and go through it. There is not any question 
about that, and I am sure BCCI did not touch any of them in the 
effort. Probably it was a good deal, and I am sure for First Ameri- 
can, it made a lot of sense, but in terms of the testimony originally 
made by Sakhia and Rehman, and some of the documents, it just 
raises the question as to it. You have answered that and I am not 
trying to suggest to you that — but it is hard. It is hard to pick one’s 
way through that, because there is not a total relevancy to what- 
ever happened to the board of directors decision. 

Mr. Clifford. If I might add one factor. There has been criticism 
of First American for expending this amount of money to acquire 
the National Bank of Georgia. People who make that criticism just 
do not understand what happened. We had a rights offering in 1986 
that produced $150 million. We had a rights offering in 1987 that 
produced $115 million. So there came to us, from the investors — 
then I have to add and/or BCCI, because we don’t know which is 
which during that period — but there came from the investors and 
BCCI, a total of $265 million from those two rights offerings. 

The money that we paid to buy the National Bank of Georgia 
came out of that $265 million, so we end up with BCCI going broke, 
all this thing in a terrible mess — we end up owning the National 
Bank of Georgia and we didn’t put any of our own money in it. 

Senator Kerry. Let me 

Mr. Altman. Excuse me, Senator. Well, one other comment I 
would make for the record, you made reference to Mr. Sakhia. I 
think it’s noteworthy that Mr. Sakhia was very careful. He did not 
say he was in any meeting where he heard that decision made. 

Senator Kerry. Let me just say for the record — and it is some- 
thing I meant to observe that day — the committee is well aware or 
at least the chairman is well aware that Mr. Sakhia was careful to 
choose where he was involved and where he was not, and we un- 
derstand that Mr. Sakhia himself might be under investigation. We 
know that with respect to the Bilbazi coffee smuggling case, there 
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are issues. We understood that before he came here, and we sort 
out what he says in that context. 

In an effort to speed this hearing, I am going to submit a number 
of questions in writing. I do not want to sit here and nitpick at 
some of the stuff that has to be asked because it is there and it has 
been raised. The committee is not going to be capable of doing its 
job if we do not have the answers and there is not*a record there to 
deal with it. 

One other issue that is of concern to the committee and I know, 
gentlemen, that you were aware that we were somewhat concerned 
about it, because we articulated it at the time and that was the re- 
sponse postsubpoena, the question of the production of documents 
and the whole issue of Mr. Amjad A wan. There is a memo that 
came to our attention recently through this process of discovery 
which was originally covered by attorney/client work product 
privilege. It came from the confidential file of BCCI. It is one of the 
documents that you have. I think it is document No. 39. No, excuse 
me. 42, and it is a document which involves our committee and our 
work in reference to the subpoena served on you and Mr. Banoun 
in July 1990. 

Now, I notice an error immediately right there. In fact, there 
was no subpoena served you or on Mr. Banoun only a request that 
you testify at a hearing on BCCI, which you resisted at the time. 
Subsequently, the memo raises an issue about — suggesting, in re- 
sponse to the subpoena as the source stated that Altman and 
Banoun are opposing the subpoenas, doing everything within their 
power to call in political markers. That maybe Altman and Banoun 
will succeed in quashing the subpoenas and so forth. 

Would you share with the committee, please, what if anything, 
you did commensurate with what is asserted in this memo, with re- 
spect to the committee’s subpoena and request for documents? 

Mr. Altman. The first time I saw this memorandum was last 
night, Mr. Chairman. I had seen a reference to it in some news ar- 
ticle recently. I have no idea what the author is talking about 
when he talks about calling in political markers. As you have ob- 
served, I was not under subpoena, and to the best of my recollec- 
tion, I didn’t talk to anybody on the Hill about this particular 
matter. 

The committee had scheduled a hearing in the summer of 1990, 
in July. Mr. Banoun was on vacation, out of the country. I believe 
he got in touch with your staff. There were some issues that had to 
be resolved relating to attomey/client privilege and the like, and 
Mr. Banoun worked those out with your staff, but I was not calling 
in political markers or doing anything to try to quash the subpoe- 
na. I don’t even believe I responded in writing to the committee to 
ask for any delay. 

Senator Kerry. Do you know who, if anyone, contacted Senator 
Hatch with a speech defending BCCI? 

Mr. Altman. Yes. 

Senator Kerry. Who did that? 

Mr. Altman. Well, there were several people. This would have 
been in the winter of 1990. 

Senator Kerry. This was right after the plea bargain, I believe. 
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Mr. Altman. Right around that time. Senator Hatch was a 
member of the Judiciary Committee at that time and had taken an 
interest in this particular case. He had wanted a briefing on the 
case originally, and I knew Senator Hatch and I went to see him, 
along with the attorneys of record. I think it was then Mr. Wechs- 
ler and Mr. Barcella. Mr. Banoun may have been there, I’m not 
clear about it. Senator Hatch indicated that he felt the criticism 
that was being made of that plea was unjustified and he was in- 
tending to make a floor speech about it and asked for information. 

I know that he also contacted the Justice Department. I think he 
got briefings from them, although I’m not sure of that, before he 
made that speech. 

Senator Kerry. Recently, an article in the National Journal 
quoted Mr. Banoun as saying that the subcommittee was, quote, 
“outlawyered,” after previously advising us that he wanted to coop- 
erate with us and that was his goal. That is OK by me, but my 
staff is outraged. Do you know what he meant by outlawyered with 
respect to the process of production of documents and cooperation? 

Mr. Altman. I do not, sir. I know that Mr. Banoun felt that the 
original subpoena was not well drawn, a matter that he discussed 
with Mr. McColl of your staff, but I don’t know what he had in 
mind. 

Senator Kerry. You do not have any sense beyond that? 

Mr. Altman. No. 

Senator Kerry. Was there any intentional withholding of infor- 
mation about BCCI for any purpose? 

Mr. Altman. No, sir, and no intention to mislead this committee. 

Senator Kerry. What happened with respect to the Noriega 
checks? We had requested a number of checks indicating Noriega — 
there was a production of some four checks, after some consider- 
able period of time. We now have some 40 — 35 checks, I think it is, 
all drawn from First American. These are items — item 41. These 
are all checks drawn on or passed through, I believe. I guess the 
question is, these were in the country and we received notice that 
there were not were none in the country and then, later on, only 
through the liquidators — ultimately through the liquidators, they 
provided this, and so that gives rise to this question of why that 
was not originally provided. Can you shed any light on that? 

Mr. Altman. I think I can, Senator. When a subpoena is issued 
to a corporate client, the lawyer necessarily relies on that client to 
advise whether there are responsive documents; and at the time, 
we were advised that there were no responsive documents within 
the United States, and subsequently, when it was determined that 
there were documents that relate to Mr. Noriega within the United 
States, an effort was made to get BCCI to find these records and 
produce them. 

It is my recollection that BCCI's records were so chaotic that we 
had BCCI, as a customer of First American, make a request of First 
American of every check ever written so that someone could go 
through the checks and find out if there are any checks that are 
responsive. And I have not seen the documents here. This appears 
to be from the checkbooks that have indications of Noriega that 
are not on the checks themselves. I wasn’t involved in this particu- 
lar search, but I can only say to you that a lawyer has to depend 
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on the client to at least give him the universe of files so that a 
review can be made for responsive documents. 

Senator Kerry. Who gave that advice? You said you were ad- 
vised. Do you know who? 

Mr. Altman. Well, originally — originally what happened was 
that the subpoena was issued in the summer of 1988 and a meeting 
was held in Miami with a number of BCCI officials, including Mr. 
A wan, and Mr. Awan — that all of the BCCI officials told us was the 
only person who knew information about the Noriega account — 
they all said they didn’t have any information about it, they knew 
of the relationship — but they said he is the one who has the infor- 
mation. 

Senator Kerry. Did you meet with and talk to Mr. Awan? 

Mr. Altman. I did, and he said that very directly to me. 

Senator Kerry. With respect to Mr. Awan, as you know, there 
have been a number of people who have alleged that he was told to 
leave the country, and I know you have commented publicly on 
that once before, but I want this record to address the issue. 

Mr. Altman. Good. 

Senator Kerry. Mr. Sakhia, again, testified that he had heard 
from two or three different people the same thing. Was there any 
such instruction to Mr. Awan? 

Mr. Altman. I’m glad you raised the subject, Senator, because I 
want it on this record. I want it every place the subject has been 
raised. I think it is unfortunate that it has been raised and the 
record here should be very clear. The original subpoena that was 
issued by this committee was directed to a Mr. Khalid Awan. That 
subpoena was served on a Mr. Khalid Awan in Miami. In mid- 
August, August 16 and 17, as I recall, 1988, we went down to 
Miami; I, together with two other lawyers from the firm, to go over 
the specifications of the subpoena and to see if there are responsive 

documents. When we when we got down there, we realized that 

the subpoena was directed to the wrong person. In fact, what hap- 
pened was, as I recall it, I looked him up in the phone book and I 
called this individual who said, yes, he had been subpoenaed. He 
didn’t know what it was all about. He had nothing to do with 
BCCI. It clearly was a mistake. 

We immediately, I believe we did the very same day, called the 
committee, spoke to, I believe it was Kathleen Smith on the staff 
and advised that the subpoena had been misdirected. 

I suggest that this conduct is wholly inconsistent with the notion 
that when we learned someone is trying to serve Mr. Awan with a 
subpoena, we tell Mr. Awan to get out of the country. 

Now, we interviewed Mr. Awan and Mr. Awan in point of fact 
had very helpful things to say about the issues that the committee 
was investigating. Mr. Awan stated quite flatly that BCCI was not 
a bank that was engaged in drug money laundering. It is the kind 
of information we certainly want this committee to hear. 

The problem was, Mr. Awan expressed quite clearly that he was 
afraid of Mr. Noriega. He was concerned about his personal safety, 
and he was fearful that if he testified, reprisals would be taken 
against him. 

The management of BCCI in response to this indicated that they 
were going to transfer Mr. Awan to Paris in order that he might 
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have a lower profile and lessen the risk of reprisal or injury from 
Mr. Noriega. 

But this was not a matter that was kept secret. By coincidence, 
on the day that Mr. Awan has his taped undercover conversation, 
and that was September 9, we had a meeting with the staff of this 
committee. And we advised the committee at that time' that Mr. 
Awan may be transferred to Paris. 

So we were not keeping this a secret from the committee, and 
the effort here was not to prevent Mr. Awan from testifying. The 
concern was, as Mr. Awan states in that same undercover taped 
conversation, quote: “The reason being that if I say anything about 
Noriega and it is reported by the press, I am dead. He is going to 
kill me.” 

Now that is what Mr. Awan was saying to us at the time and 
when we talked to the staff of this committee, we were told that 
this was not fanciful, that indeed there were true risks about 
making disclosures relating to Mr. Noriega. 

We advised the staff of this impending transfer, but we suggested 
to the staff that if they truly wanted to understand BCCI, and I 
might note that the staff had told us when we first got into this in 
August 1988 about the allegations about BCCI and we then go to 
BCCI and ask them about it, and we hear a dramatically different 
story, totally inconsistent with the allegations. 

And we said, this committee should talk to the senior manage- 
ment of BCCI and hear from them directly. They were very con- 
vincing. And we suggested to the staff that they go to London and 
they meet with a Mr. Rizvi who is in charge of all of these oper- 
ations in this hemisphere and Mr. Naqvi, and we said if they would 
make that trip and if Mr. Awan is transferred to Paris, then Mr. 
Awan can come over and give his testimony. You are not going to 
be deprived of your testimony. 

But the point I am trying to make is, there was never an effort 
to prevent Mr. Awan from giving his testimony. There are two 
other items I would note. The first is that Mr. Awan resigned from 
BCCI in mid-September because he had plans of his own in terms 
of his career, and he retained separate counsel. He was no longer 
with BCCI, and indeed I understand he retained counsel that was 
recommended to him by this staff. 

He gave that testimony at the end of September 1988 and just as 
he had with us, he represented to the committee under oath, no 
money laundering and the like. So it is the kind of testimony you 
certainly would want the committee to hear. 

And one final note that I think also is pertinent, under United 
States Code, given Mr. Awan’s resident status, he was equally sub- 
ject to subpoena in London and Paris as he was in Miami. It would 
have the same legal force and effect, but I am glad to have the op- 
portunity to put this on the record, and I thank the chairman. 

Senator Kerry. I think it is important, particularly before this 
committee, since we are subject of the inquiry obviously. Again, for 
the record, I just want to ask the question, were any documents 
transferred out of the United States to the London office to avoid 
production, to your knowledge? 

Mr. Altman. To the best of my recollection, I never heard that. I 
asked one of the other lawyers in the firm the other day when we 
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heard, I think it was Mr. Sakhia make that allegation, and I think 
it was the first time he had ever heard it as well. 

Senator Kerry. And again, I want to ask this because I think it 
is important and the record needs it, allegations were made with 
respect to the chairman of this committee being called in order to 
delay matters. I know that this Senator never received any delay 
instructions from the chairman, but I want to ask you if any phone 
calls were placed to the committee or in an effort to try to derail 
this process somehow? 

Mr. Clifford. Not by me. 

Mr. Altman. No, sir. You are aware 

Senator Kerry. There was one phone call seeking a delay in 
which Mr. Gerry Christiansen was contacted by somebody, is that 
accurate? 

Mr. Altman. There was no effort to derail this process. There 
was a 30-day extension granted, a routine extension 

Senator Kerry. Do you recall who was talked to in seeking that? 

Mr. Clifford. I did that. Mr. Altman was on the west coast and 
the matter came up about our needing more days. The original sub- 
poena allowed us so few days to gather a very substantial amount 
of documents. The subpoena had been issued by Senator Pell. His 
name was on the subpoena. I called Senator Pell, told him the 
matter, and he said he knew nothing about it, I should call Mr. 
Christiansen. 

I called Mr. Christiansen, and Mr. Christiansen said, I will look 
into it. Mr. Christiansen then perhaps called your staff or a 
member of your staff and the matter seemed very reasonable and 
so I think a 30-day continuance was granted. 

Now a very malicious story was planted by someone at that time. 
I am sure you are familiar with it, and the malicious story was 
that this action on my part was done in order to sidetrack the in- 
vestigation because if I could get 30 days more, then the tenure of 
the committee would expire, totally untrue. 

So when that statement appeared in the Wall Street Journal, I 
have oftentimes wondered where they get such a malicious inter- 
pretation, Mr. Christiansen wrote a letter to the editor of the Wall 
Street Journal, and I won’t read it, but it says that Mr. Adams as- 
serts that Senator Claiborne Pell, chairman of the Senate Foreign 
Relations Committee, frustrated efforts by the committee special 
counsel, Jack Blum, to investigate information relating to BCCI’s 
role in laundering drug money for Manuel Noriega. 

Specifically he state that, quote: “Clark Clifford pulled strings 
with Senate Foreign Relations Chairman Claiborne Pell to stall 
production of crucial documents past the expiration date of Blum’s 
contract with the subcommittee.” 

Next sentence: That statement is categorically false. That occurs 
in Mr. Christensen’s letter. Then he says, he goes on to tells about 
it, and he says that after the 30 days was granted, there still re- 
mained 6 months of the committee’s life within which anything 
could have been done. 

So no mistake was made by somebody in planting that story with 
the Wall Street Journal, it was purposely and maliciously done. 

Senator Kerry. Let the record show that Gerry Christiansen con- 
tacted Richard McColl of my staff and Dick McColl is the one who 
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authorized it and acted as if it was pro forma, so I never saw any 
great conspiracy in it, but you are correct, it has been built up as 
one. 

I would Ufce to draw this in. There are some, there are, as I say, 
a number of questions we want to submit for the record. But here 
we are, we have an extraordinary tale that has unfolded. Two dis- 
tinguished, capable, well-thought-of lawyers who are claiming vic- 
timization by this thing, individuals within the bank who are 
indeed victims, some of them claiming it, who knows, distinguish- 
ing between the pure victim and the claims, but they are there. 

You have two witnesses who have come before this committee 
who are prior bank employees of longstanding who have made alle- 
gations. 

You have Price Waterhouse that by everybody’s account messed 
this thing up to a fare-thee-well. You have the Bank of England 
that missed a lot of signals, but also has deemed BCCI to have 
been, quote: “Culture of criminality.” 

You have operating practices that either were with the Fed’s 
blessing or weren’t, but no matter what, you have this sort of inte- 
grated operation going on. You have a National Bank of Georgia 
purchase which like it or not has turned out to have ties to BCCI 
through Ghaith Pharaon and the question of stock that was 
pledged and questions of ownership. 

You have notice through articles and the regulators back in the 
late 1970’s that you had serious issues about nominees and not nec- 
essarily that came to your attention, incidentally, I am just sort of 
summing up what people are looking at now. 

You have the goals and the aims of BCCI as articulated and 
enunciated by Mr. Abedi in many meetings, as evidenced through 
the minutes which we have read today. You have got the annual 
conferences and sort of this family gathering over a period of years 
which included NBG, First American, et cetera. 

You have questions about the setting of price and the transac- 
tions on a sale, again, sort of an insider, family operation. You 
have the use of a flexible front man or two here or there, people 
who were never met as investors and so forth. You have documents 
indicating possible BCCI deep involvement in a number of transac- 
tions of question and so forth. 

Now all of these things have been explained. And my question to 
you is not to question your explanations, but to say, what do you 
learn from this? What are we going to learn from this? Where are 
we in your eyes as a consequence of all of this? What does it mean 
to you? Did you wear too many hats? Have you learned a lesson 
perhaps with respect to being lawyers for all of these entities, and 
that there was a conflict in your capacity to always represent the 
interests as fully as you might have liked to now in retrospect? 

Were eyes shut to something along the way here? I mean, what 
does it mean, other than it is obviously a horrible, harassing, ugly, 
painful event which both of you would rather not have had any 
part of, but what does it mean in terms of us and the whole proc- 
ess, if you can shed some wisdom on that at this point. 

Mr. Clifford. Let me direct my attention to that, Senator. On 
June 1 of this year, I had practiced law for 63 years. In 68 years 
there had never been a cloud against my name. That was no acci- 
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dent, particularly 41 years of practice in Washington. I took the 
greatest and most particular care to refrain from getting involved 
in matters that might have effected my reputation and my charac- 
ter. 

I suggest to you that after building up that record, the furthest 
thing from my mind would be to permit myself or my partner to 
become involved in some criminal conspiracy. There was no evi- 
dence, evidence of any kind to me that any such element appeared. 
I wouldn’t have touched it with a 100-foot pole. 

To suggest that I would involve my own reputation is bad 
enough, but even worse, that I would bring in old, respected friends 
like Senator Symington and General Gavin and my friend, Que- 
sada, other men of that stripe and nature and involve them in the 
kind of mess that BCCI has gotten into, I suggest is unthinkable. It 
just does not tally with one’s understanding of human behavior. 

Now as far as our not recognizing what was taking place, you 
may rest assured that I have combed my memory over and over 
and over in that regard. I do not recall an instance, I do not recall 
any act on the part of anybody, I do not recall any evidence being 
brought to our attention which would alert me to the criminal con- 
spiracy that was going on. 

At the same time, I still have an uncomfortable feeling about it. 
Why didn’t I sense it in some way? I would have wanted to. I have 
sensed it in other instances in past experience. So that is a purely 
personal approach to it, but it helps you understand it better. 

Now as far as the committee is concerned, I think the committee 
has rendered a unique and invaluable service to the country. You 
have brought out the extent of the machinations perpetrated by 
BCCI. That is a splendid public service. 

Now what must we do about it? I think it can be prevented in 
the future. I think that this can be a situation that can be turned 
to our country’s advantage. It could happen again. 

Mattingly, Virgil Mattingly in testimony before a committee 
said: It is not too difficult to deceive if you really put your mind to 
it and if the deception takes place outside of the United States. I 
agree to that, but there is within the body of Senate bill 1019 the 
structure and the machinery by which this can be prevented. 

I think that Mattingly’s suggestion that a special unit be set up 
and when a foreign bank wishes to enter the United States, that 
special unit goes into action, and gets the facts that we didn’t have, 
the Fed didn’t have, the Congress didn’t have. 

So I honor you. I honor the Senator who took — for rendering this 
service. I want it to lead to a change in the law so that it will not 
happen again, and in that way, a great many people would be ben- 
efited even Altman and Clifford would have benefited had it been 
in existence. 

Senator Kerry. Mr. Secretary, I appreciate your comment, but 
with respect to the hats issue, have you thought about that a little 
more? I mean, if someone is the president of a bank, and you are 
also counsel to the bank and you are also counsel to an outside 
bank with whom you are doing business, let us presume that the 
outside bank entered into an illegal activity for the purposes of this 
question, and you became aware of it and you are counsel to them. 
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Your duty is to them, obviously, to protect their interests and 
rights, but those rights may well conflict with the rights of the 
shareholders of the bank that you are president of. There are 10 
variations on that, which as lawyers you both can dream up and 
imagine. 

And I wonder if, in retrospect here, you don’t sit there and say, 
hey, you know, that wasn’t a good idea or I wouldn’t do that again. 
Do you have any feelings about the multiple hats? 

Mr. Clifford. Yes. These representations flowed very naturally 
from the SY 2 years of litigation. We occasionally did legal work for 
BCCI. That was perfectly appropriate. The assignments they gave 
us were legal assignments, oftentimes regulatory matters. 

So there was nothing about that representation that in any way 
in my opinion was reprehensible. I do not think that that had any 
conflict with the representation of the other units that were in- 
volved. 

The major factor here that controlled it all was that the inves- 
tors led by Kamal Adham wished us to take these different posi- 
tions in assisting them in their efforts. They wanted us to be coun- 
sel to First American. They wanted us to be counsel to the three 
Shell companies. That was their request. 

They made a specific request that I become chairman of the 
board. I think the fact that those functions could be performed to- 
gether led substantially to the unique success that First American 
had. We had the information there among those of us who were 
charged with the stewardship. 

Senator Kerry. Senator Brown, we are going to try to wrap this 
up, so I just wanted to turn to my colleague for a moment. 

I think he has perhaps just something to enter into the record. 

Senator Brown. I sent to you through your attorney a copy, a 
portion of the House Banking Report that dealt with wire transfers 
from Panama, BCCI in Panama and the allegations involving Sec- 
retary Clifford. 

It struck me that those were two areas that you may wish to 
comment on and that I think we would be interested in your com- 
ments. We are in the process of wrapping up and what I would do 
is simply invite you, if you would, to submit your comments to both 
of those, specifically, what you know about the wire transfers and 
second, the allegations that appear on pages 21 and 22. They are 
significant areas and I think your observations would be helpful to 
us in those areas. 

Mr. Clifford. We shall do so, Senator, and do it promptly. 

Senator Kerry. Mr. Secretary, throughout my political lifetime, I 
have heard you give a lot of good advice and obviously you have 
made many contributions. I must say to you that I can’t find 
myself agreeing just with your last comment on the hats issue, and 
it is — I think just personally that there is an inherent problem 
with any attorney serving as the president of the bank and as 
counsel to the bank. 

I mean, let us assume that the president of the bank himself, and 
this is not the situation, but if the president of the bank himself 
were engaged in embezzlement and were the counsel to the bank, 
there is no way for that attorney to represent the interests of both. 
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Inherently, there are management decisions and conflict in 
trying to implement a management goal which sometimes runs 
counter to what legal advice might want to. It is that old notion 
that only a fool represents himself and I think you are not that at 
all, and no one has ever, ever, ever possibly thought that. 

So I just find it very difficult to find how you can be still so san- 
guine about the notion of that multiple representation, but that is 
indeed your judgment which you have every right to, and I just 
personally have difficulty doing that. 

I would like to see, Mr. Bennett, if we could try to work on the 
issue of those documents which the committee hopes to be able to 
get at some time, and we would like work that out with you. Do 
you want to respond to me? I don’t want to have the last word. If 
you want to say something to me, I am not trying to cut you off, I 
just 

Mr. Clifford. Only this, President Truman had a saying that he 
would use from time to time, he says, the man with hindsight has 
20-20 vision, and that applies in this instance. I am not referring to 
your comment. 

But in the climate that existed through that 9 years, the ar- 
rangement that we had worked exceedingly well. We didn’t have to 
employ a lot of outside lawyers. We maintained a very economical 
operation. We watched the dollars that we spent. There was not 
lavish entertainments of any kind. We didn’t waste the sharehold- 
ers money. 

This was a very meticulous, tight operation, and we could do it 
with the group that we had at the direction of the people and I say 

only to you, for 9 years, it proved to be a unique success. 

Senator Kerry. I respect that. Is there any issue that you feel 
you did not address that we didn’t give you a chance to or that you 
wish to make as a comment before we close out? 

Mr. Altman. I would make a general observation, Mr. Chairman, 
and that is that this committee has heard testimony from other 
witnesses and I don’t want to take the time to be specific about our 
rebuttal to allegations that have been made, but in general, I 
would say that the allegations that relate to misconduct on our 
part, I want the record to be clear, that we deny them totally and 
completely. 

I find it curious, given the reports that we now have about BCCI, 
that they have very senior managers who are now appearing before 
this committee and making these reports, that they were unaware 
of certain things, but Clifford and Altman had to know them. 

I find that a rather curious observation on their part. But so that 
the record should be clear, we do not accept those allegations, and 
if there is any particular question about it, we would like to have 
the opportunity to respond. There have been suggestions made by 
certain witnesses that we were engaged influence peddling and the 
like, in order to protect BCCI. Those are totally untrue. 

There are suggestions that have been made that we condoned ob- 
structions of this committee’s efforts or investigations of BCCI. 
Those are totally untrue, and the record should reflect that that is 
our view, and as I said, we can detail it. 

I would conclude with one observation: There certainly have 
been failings here, that is evidence from the enormous controversy 
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that has erupted in the dreadful year that Mr. Clifford and I have 
each spent. 

But the system did not fail entirely and I think it appropriate to 
conclude with an observation: In this instance, the regulatory au- 
thorities have a fundamental objective and that is to protect the 
deposits of American citizens. 

And First American, you see round the world, BCCI depositors 
standing in line, losing enormous amounts of money. It is a terrible 
tragedy and we feel for those people, but First American, as the 
regulators have said, was run honestly. We think it was run prop- 
erly. There was no bank that failed. There was no U.S. taxpayer 
bailout at First American and no depositor at First American ever 
lost a cent. 

So the regulatory authority in this regard did achieve the most 
fundamental purpose that these regulatory agencies were created — 
and I think you have to credit them for that ultimate objective. 

Senator Kerry. I appreciate your comment. I am going to let you 
have the last word here. 

I know this is a difficult process. I also hope observers will have 
a sense that we haven’t pulled any punches here. We have asked 
the tough questions that I think had to be asked, but at the same 
time, I hope you feel that it has been done fairly and appropriately 
and with that, we will leave the record open for the submission of 
any further questions in writing, and I thank you for your appear- 
ance today. 

We stand adjourned. 

[Questions submitted to the witnesses by the subcommittee were not responded to 
at the time of publication. Attorneys for the witnesses have advised the subcommit- 
tee that the answers would be provided in February 1992, at which time they will be 
included in a subsequent volume of these hearings.] 

Mr. Altman. Mr. Chairman, if I could just say, personally, we 
very much appreciate both the opportunity to appear and state our 
side, as Mr. Clifford said, it is very difficult to do that with all of 
the media. It is hard for us to get our side across, and in particular, 
we appreciate the way this hearing was conducted today, the even- 
handed and fair treatment that we have received. 

Senator Kerry. Thank you. At this time, I wish to insert into the 
record the documents referred to in today’s hearing. Thank you 
very much. We stand adjourned. 
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HEADLINE: Lance Out In Takeover Bid for FG; 

FG Takeover Bid Filed, Lance Out As Front Man 

BYLINE: By Jerry Knight, Washington Post Staff Writer 

BODY: 

The Middle Eastern ivestors who are trying to buy control of Financial 
General Bankshares of Washington yesterday filed an application to form a bank 
holding company, revealing, among other facts, that Bert Lance will not be 
involved in running the bank if the take-over bid succeeds. 

The application also promised that "U.S. Citizens of high standing and 
respect" will hold a majority of the seats on the board of directors of the 
company. It said former U.S. Sen. Stuart Symington will control almost half of 
the stock. 

The proposed new bank holding company's stock would be owned by investors 
from Saudi Arabia, Abu Dhabi, Kuwait and Iran. They plan to put up at least $50 
million of their "personal funds" to buy control of Financial General, the 
application says. 

Bank holding company applications are not normally made public, but this one 
was included in a report filed late yesterday with the Securities and Exchange 
Commission, which has monitored the Financial General takeover fight closely 
since it began last winter. 

The application to organize an American bank holding company is the latest 
step taken by the Middle Eastern group which last January bought about 20 
percent of the stock of Financial General. 

Despite an investigation by the Securities and Exchange Commission and a 
massive legal battle by Financial General's management, the group has moved 
steadily ahead with plans to make a public offer to buy all of FG's stock. 

Before that offer can be made, however, the Federal Reserve Board must 
approve the bank holding company application filed yesterday. 

The application reveals that Lance - who first advised the Middle Eastern 
Investors to try to take over Financial General - will have nothing to do with 
running the bank if the takeover succeeds. 

Lance, the application states, "would not participate in the management of 
FGB or become a director of FGB" and he "will not be a shareholder" of the 
proposed new bank holding company. 

Lance's ties to Financial General began when he purchased National Bank of 
Georgia from FG. After resigning a year ago as President Carter's budget 
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director because of his activities as a Georgia banker, Lance began advising 
wealthy Middle Easterners about potential U.S. invesments . 

Replacing Lance as the prominent American representing the Middle Eastern 
group is Symington, the former senator from Missouri and Secretary of the Air 
Force . 

Symington, the bank holding company application discloses, will have voting 
control of 48 percent of the stock in Credit and Commerce American Holdings, a 
Netherlands Antilles company that will control Financial General. 

Symington will act as trustee for stock owned by Sheikh Kamal Adham, the 
former chief of intelligence for Saudi Arabia who is "closely related to the 
royal family of Saudi Arabia" and by Sheikh Mohammed bin Zaid al Nahyan, son of 
the ruler of Abu Dhabi. 

Because Sheik Mohammed is a minor his share of the Washington banking company 
will be controlled by Abdullah Darwaish, chief of personal affairs for the 
ruling family of Abu Dhabi. 

U.S. District Court Judge Oliver Gasch ruled yesterday that another member of 
the ruling family of Abu Dhabi, Sheikh Sultan, could sell stock he owns in 
Financial General to Adham. 

The bank holding company application shows the Abu Dhabi and Saudi Arabian 
royal family members would each own 24 percent of the Washington banking 
company. Another 12 percent would be owned by Faisal Saud al Fulaij , former 
chairman of Kuwait Airways, and an advisor to the royal family of that country. 

Identified for the first time in the application is another Middle Eastern 
owner of the proposed Washington banking company, Mohammed Rahim Motaghi Irvani, 
founder of an Iranian industrial corporation. Irvani would own 5 percent. 
Another 5 percent would be in the hands of a Kuwait investment company and 
smaller blocks would be held by other unspecified investors. 

In addition to detailing the proposed owners of the company formed to take 
over Financial General, the bank holding company application also spells out 
plans for the company. 

Americans will make up a majority of the board of directors, the application 
says, but the board members have not yet been selected. With control of 48 
percent of the stock Symington would probably be among them. 

Sharply critical of Financial General's current management , the application 
says two top executives experienced in bank holding company operations will be 
hired to run the company. 

Financial General, the application contends "has been the subject of 
significant management problems and has failed to take advantage ... of 
opportunities that would enable FGB to realize its full potential growth and 
performance . " 

Because of poor management the application says, FG "is of relatively little 
consequence" in the markets it serves "compared to other bank organizations of 
comparable size.” 
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With assets of $2.2 billion FG owns 13 banks including Union First National 
Bank of Washington, First American Bank of Virginia *and American Bank of 
Maryland. 

tr add 7 

Formerly controlled by International Bank, a Washington investment company, 
Financial General's biggest stockholders now are its chairman, real estate man 
B. F. Saul Jr., and a group headed by the bank's president, G. William 
Middendorf . 
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HEADLINE: Sadat's ''Capitulationist Course'' 

SOURCE: (a) ''Radio Peace and Progress'' in Arabic 1630 grot 28 Jun 81 

Excerpts from commentary 
BODY: 

Sadat's intelligence service co-operates closely with that of Israel in 
exchanging information about the Palestinian resistance movement. An agreement 
to this effect exists - an agreement concluded by President Sadat and the 
Israeli Prime Minister Menahem Begin. They agreed to undertake actions aimed at 
liquidating the leader PLO and elements which sympathize with it both in the 
occupied Arab territories and abroad. 

Thus we see that President Sadat, who likes on every occasion to brag about 
the need to settle the Palestinian issue, is in fact playing the role of Zionist 
informer, assisting them in their efforts to liquidate the PLO and to dampen the 
will of the Palestinian people to resist and struggle for their just cause. It 
is difficult to determine what has made Sadat do this. Is it just his desire to 
render a service to his friends the Zionists, or is it because - and this is 
more likely - of his inherent inclination towards cunning and treason on which 
he has built his political life right from the start? [References to Baghdad 
tribunal in 1978 to try Sadat; his connection with assassinations in the days of 
FaruqJ 

*■ Sadat, also likes to portray himself as a friend and ally of Jamal Abd 
an-Nasir. But information exists to the effect that he was planted among those 
close to Jamal Abd an-Nasir as an agent of the CIA. The 'Washington Post' says 
that Kamal Adham - a relative of King Faysal of Saudi Arabia - secured for 
Sadat financial aid from CIA funds, when Sadat was Vice-President. . . j 


Recent developments in Egypt today, the detention and persecution of elements 
opposing Sadat's capitulationist policy affirm the fact that -Sadat has linked 
his political future for ever with the camp of imperialism and Zionism. He has 
embarked for ever on the path of treason, the path he started on in the time of 
King Faruq. <b) Tass in Russian for abroad 2240 gmt 29 Jun 81 Text of report of 
30th June 'Sovetskaya Rossiya' , article ''A capitulationist course'': 

Sadat's verbiage on .' 'protecting the rights of the Palestinians' ' can only be 
seen as mocking the memory of patriots, 'Sovetskaya Rossiya' says today in 
connection with the recent TV interview given by the Egyptian President to the 
head of the Institute of International Studies in Tokyo. As the Kuwait newspaper 
'Al-Watan' says, the Egyptian intelligence service 'Mukhabarat' supplied the 
Israeli secret services with information about the whereabouts of armed 
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detachments of the Palestinian resistance movement, Lebanese national-patriotic 
forces, and prominent leaders of the PLO. Many fighters were killed as a result 
of this information. 'Sovetskaya Rossiya' also cites other facts confirming the 
capitulationist and anti-Arab course pursued by Sadat. [Note Section A4 was 
last published in SU/6761.]' 
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BYLINE: By JEFF GERTH, Special to the New York Times 
DATELINE: WASHINGTON, Dec. 5 
BODY: 

Many former American intelligence agents have entered into profitable 
business arrangements based on the extraordinary secret access to foreign 
officials and to sensitive information they gained in Government service. 

One former agent, for example, now represents an American company in an 
African country whose president he helped install in a covert operation backed 
by the Central Intelligence Agency. Another obtained a $300,000 consulting 
contract because of his close relationship with the king of an Arab country that 
stemmed from confidential Government negotiations involving the two. 

These and other examples were turned up through a review of records and 
interviews with dozens of officials and businessmen here and abroad. 

Called Hindrance by Some 

Some American diplomats say the former agents can be a hindrance to American 
foreign policy, and businessmen who compete with the former agents say they have 
an unfair advantage. 

The activities of the former agents have been placed in the spotlight by 
disclosures that Edwin P. Wilson and Frank E. Terpil used their intelligence 
connections in elaborate and, in some cases, illegal foreign business deals. 

They have been indicted for illegally shipping explosives to Libya for use in 
training terrorists. Both men are fugitives living abroad. 

Different Kind of Revolving Door 

Intelligence officials and Government prosecutors say they know of no other" 
former agents who have committed such offenses. But for the first time, the 
C.I.A. is addressing questions about conflict of interest and revolving -door 
employment in the intelligence business, issues usually associated with 
officials who trade on their experience in the military or Government regulatory 
agencies . 

The revolving door for covert intelligence agents is different from the one 
used by generals and lawyers, many officials say, because the former agents have 
had unusual and sometimes clandestine relationships with foreign leaders and 
accatt to sensitive intelligence information. Intelligence agents over the years 
have occasionally paid off foreign officials as a matter of course and have 
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violated foreign laws. Some appear or pretend to have continuing connections 
with American intelligence agencies after they leave the Government. 

Among the former agents who have used their foreign contacts and expertise 
for business purposes after leaving the Government are these: 

Lawrence Raymond Devlin, the former C.I.A. station chief in Zaire. He 
covertly helped support President Mobutu Sese Jeko's rise to power and then went 
to work in Zaire as the representative of an American metals company. 

Raymond H. Close, the former C.I.A. station chief in Saudi Arabia. After 
official retirement in 1977, he went to work there, and his numerous business 
interests include partnerships with former Saudi officials. 

George C. Benson, the key defense intelligence attache in Indonesia for nine 
years and the American with the closest ties to the Indonesian generals who took 
power in a 1965 coup. He is the Washington representative for Indonesia's 
state-owned oil company. 

Vernon A. Walters, the former Deputy Director of Central Intelligence, now 
the Reagan Administration's ambassador at large. He earned $300,000 for 
consulting on a potential arms sale to Morocco before joining the 
Administration. 

Former and current State Department officials who said they were troubled by 
the foreign-policy implications of retired intelligence agents' continuing to do 
business in foreign countries frequently cited Mr. Devlin as an example. 

For much of the 1960's, Mr. Devlin was an official of the Central 
Intelligence Agency, including service as station chief in the Congo, which 
later became Zaire. The Senate Intelligence Committee, in 1975, reported an 
aborted 1960 plot by the C.I.A. to murder the Congo leader, Patrice Lumumba, and 
Mr. Lumumba was murdered in 1961. 

In 1965, with the help of Mr. Devlin and the C.I.A., Mr. Mobutu took office, 
according to former intelligence officials. The C.I.A. 's support for Mr. Mobutu 
included secret financial aid. 

A former agent, John Stockwell, wrote in his book, ''In Search of Enemies,'' 
that Mr. Devlin ''shuffled new governments like cards, finally settling on 
Mobutu as President.'' 

'Excellent Contacts' Cited 

After leaving the Government in 1974, Mr. Devlin became head of the Zaire 
office of Leon Tempelsman & Son Inc., a New York-based metals and precious 
minerals company active in diamond and mineral exploration in Zaire. William A. 
Ullman, a vice president of the diamond company, said the hiring of Mr. Devlin, 
who had no experience in diamonds or metals, took into account his ''excellent 
contacts'' in Zaire. 

Government officials provided a fuller picture of Mr. Devlin's contacts. They 
said that President Mobutu regarded Mr. Devlin, even long after he left the 
Government, as the representative of the United States. This gave Mr. Devlin 
better connections in Zaire than the United States ambassador there, the 
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officials said. 

Stephen B. Cohen, a Deputy Assistant Secretary of State in the Carter 
Administration who visited Zaire in 1979, said State Department officials there 
’ 'believed that Devlin functioned as the true representative of the United 
States Government in President Mobutu's eyes.'' 

Mr. Cohen added, that it ''was commonly believed by State Department officials 
in Zaire that Devlin had complete access to classified Government files long 
after he left the Government.'' 

Mr. Stockwell said in his book that the C.I.A. continued to use Mr. Devlin in 
1975, after he left the agency. One Congressional .aide said .that arrangement • 
still existed. 

Impact on American Policy 

Former and current State Department officials said Mr. Devlin's extraordinary 
access caused intelligence officials in Zaire to regard him as more important 
than embassy personnel. 

The officials said that the C.I.A. was less interested than the State 
Department in reducing corruption in Zaire and that at times the agency bribed 
Zairians for information. Mr. Devlin's strategic relationship with President 
Mobutu helped, on occasion, to undercut American foreign policy objectives, the 
diplomats said. 

For several years Mr. Devlin's deputy in the Zaire office of Tempelsman was 
Col. John Gerassi, the former military attache at the United States Embassy 
there, according to Mr. Ullraan. 

Mr. Devlin's relationship, according to an American businessman who works in 
Zaire, ^also gives him and his company an unfair advantage over other businesses 
trying to operate in Zaire. 

'*1 thought it was unfair to have to compete with people who have developed 
extraordinary contacts as a result of their Government experience,'' said the 
businessman, who requested anonymity because of continuing business 
relationships. His view was repeated by many others who do business in third 
world countries. 

Mr. Ullraan said Mr. Devlin was in the United States this week, coinciding 
with a visit by President Mobutu, but he did not return repeated telephone 
messages. 

Question of Post-Retirement Work 

In the case of Mr. Close, the onetime station chief in Saudi Arabia, former 
Government officials say his actions, while in the C.I.A. and since retirement, 
are often clouded in mystery. 

In the first place, some think Mr. Close may still be working for the C.I.A. 
in some capacity, although he officially retired in 1977. They add that a 
further complicating factor is that some Saudis privately share the same 
perception. 
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In addition, Mr. Close, while station chief in the 1970* s, delivered secret 
official messages to top Saudi leaders that, on at least one occasion, were at 
odds with communications delivered by the United States ambassador to Saudi 
Arabia, the officials said. Two former officials recalled an incident in the 
early 1970's when Mr. Close gave approval to top Saudi officials to sell arms 
to Pakistan at the same time the American ambassador was denying permission. 

In one of his first business ventures after leaving the C.I.A., Mr. Close 
became a partner with Kamal Adham, who in early 1979 left his post as head of 
the Saudi Arabian intelligence service, according to Americans doing business in 
Saudi Arabia. Another Saudi business partner of Mr. Close is Issan Kabbani, 
another former Saudi official. 

Since 1978, a company in which Mr. Close and Mr. Kabbani are principals has 
been the Saudi Arabian representative for Cesco Chemicals International Inc., a 
Louisiana-based company that sells an oilfield drilling lubricant, according to 
Cesco officials. 

Raymond G. Matlock, who spends considerable time in Saudi Arabia as owner of 
Cesco International, an affiliate of Cesco Chemicals, said Mr. Close had been 
hired because he enabled Cesco officials "to get in the front door** with Saudi 
officials. Mr. Matlock said that because Mr. Close had ** gained the respect" of 
many top Saudi officials * 'he can do things with them* ' beyond the role of a 
normal representative. 

Compensation Not Divulged 

Cesco officials declined to divulge Mr. Close's compensation, but other 
Americans who do business in Saudi Arabia thought his fees were quite lucrative. 
They cited, for example, Mr. Close's quotation to an American company seeking to 
land a contract to manage an airport in Saudi Arabia: $200,000 a year for 10 
years to represent the company, plus an additional $400,000 a year for the life 
of the contract should the company get the concession. 

Several telephone calls were made to Mr. Close's listed number in Saudi 
Arabia, but no one answered the phone. State Department officials cited two 
other examples, in addition to that of Mr. Close, in which the current business 
activities of former C.I.A. station chiefs have raised concern in diplomatic 
circles. 

One case involves Daniel C. Arnold, the former chief in Thailand. After 
leaving the agency in 1979, officials said, he went to work representing 
companies seeking to do business in Thailand. American officials involved in 
Thai affairs said they were concerned about Mr. Arnold's continued dealings with 
top-level Thai officials. Mr. Arnold apparently lives in the Washington area, 
but he does not have a listed telephone and could not be located. 

A Filipino Connection 

Another example involves Herbert W. Natzke, who retired in 1979 after serving 
as station chief in the Philippines. He went to work for Lucio Tan, a wealthy 
Philippine businessman involved in banking and trade, according to Government 
officials . 
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State Department officials said Nr. Natzke's affiliation with Mr. Tan was 
perceived by the Filipinos as giving the Tan interests an indelible association 
with the United States. One result, they said, is that President Ferdinand E. 
Marcos thinks the C.I.A. wants to protect the Tan interests. 

Mr. Natzke recently moved from the Philippines to California to represent Tan 
interests. Repeated calls were made to a telephone listed in his name, but no 
one answered. 

Mr. Benson and Mr. Valters, two officials who dealt in secrecy in their 
intelligence careers, have found details about their business activities placed 
in the public record since they retired from the agency. 

Mr. Benson said in an interview that he was hired in 1973, after leaving the 
Army, to head the Washington office of Pertamina, Indonesia's state-owned oil 
company. He approached General Ibnu Sutowo, then head of Pertamina, who, upon 
hiring Mr. Benson, told him, ' 'We need an office in Washington, we need someone 
we know well, we need someone who knows Washington,'' Mr. Benson said. 

In his more than nine years as a military attache in Indonesia, Mr. Benson 
became very close to the top Indonesian generals who, with covert American 
support, took power in 1965. He also served as the Pentagon's expert on 
Indonesian affairs. When asked if he got his private job as a result of his 
Government contacts, Mr. Benson said, ''Absolutely, that's the only reason they 
hired me.'' He described his Indonesian dealings as proper. 

Registered as an Agent 

Mr. Benson said he registered as a foreign agent ''four or five years ago'' 
to be safe, since ''it's sort of a gray area.'' Records on file with the Justice 
Department show that he registered as a foreign agent for Pertamina and an 
affiliate in December, 1980, and that an amended statement to ''correct a 
deficiency'' in the initial one was filed last July. Among the filings are .a 
1977 consulting contract with the Pertamina affiliate, and a 1980 letter showing 
Mr. Benson's pay of $15,000 a month. 

In September, 1980, two months before Mr. Benson registered as a foreign 
agent, an affidavit was filed in the United States Court of Appeals for the 
District of Columbia noting some of Mr. Benson's lobbying activities during the 
middle 1970 's for Pertamina. The court case involved importation of liquefied 
natural gas from Indonesia, a matter in which Mr. Benson says he was actively 
involved . 

Mr. Walters's private attempts to sell arms to Morocco- came . to light earlie-r 
this year, when he filed a disclosure statement in conjunction with his 
nomination for his State Department post. 

John R. McLane, the president of Environmental Energy Systems Inc., the 
company that paid Mr. Walters $300,000 for unsuccessful efforts to sell tanks to 
Morocco, said In .an Interview that the .company hired Mr. Walters .because of his 
access to important figures in Morocco. 

''We went to him because he had the connections, he knew the King of 
Morocco,'' Mr. McLane said. 
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One of Hr. Walters's last missions in the C.I.A. was a trip in late 1975 to 
Spain, where in meetings with King Hassan II of Morocco and Spanish officials he 
convinced Spain to give up control of Western Sahara, a Spanish colony in Africa 
long sought by Morocco, according to Congressional sources. 

When asked in 1979 by Africa News, an American newsletter on African affairs, 
about the secret 1975 talks, Mr. Walters reportedly declined to discuss the 
details, saying, "It would look like the King of Morocco and the King of Spain 
are pawns of the United States, and that wouldn't be in anybody's interest." 

The State Department said Mr. Walters was out of the country. He did not 
respond to telephone messages left with his office here. . Richard Helms, the 
former director of the C.I.A., said in an interview that the issue of 
revolving- door activities on the part of retired agents had not been a problem 
during his tenure. He added that it was "against the American tradition" to 
place prohibitions on the private business practices of former intelligence 
officers . 

Contrast With Foreign Mores 

Mr. Helms also contrasted what he called America's "ethic" about conflicts 
of interest with foreign mores, which he said hold "the more conflict the 
better." 

Mr. Helms now earns a living advising corporations about doing business 
overseas. The name of the company is Safeer, the Persian word for ambassador. 

Other intelligence officials say that it is unfair to single out the 
intelligence community since other former Government employees , such as former 
ambassadors, also profit in private life from their Government experiences. 

The opportunities for public discussion of conflicts involving -former 
intelligence agents are few. Since the identities of C.I.A. agents, even after 
they retire, are not made public, it is often difficult to follow their entry 
into private life. Other former officials are subject to public scrutiny because 
their identities are not kept secret. 

Congress is considering a bill that would inhibit still further public 
discussion of itelligence agents. 

Various Statutes Apply 

The revolving -door question, often an issue in discussions of the 
military- industrial complex, is governed by various Federal statutes, including 
criminal laws enacted in 1962 and more stringent laws passed in 1978 under the 
Ethics in Government Act. The C.I.A. guidelines on conflict of interest are 
identical to those in the 1978 act, C.I.A. officials said. 

The conflict of interest laws, in general, prohibit or limit former 
Government employees from representing anyone trying to influence their former 
department or agency. 
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(c) 1981 The New York Times, December 6, 1981 

J. Jackson Ualter, director of the Office of Goveranent Ethics, said a lawyer 
in the C.I.A. office of general counsel had told him that the agency had ''never 
found a violation'' of the ethics laws. But Mr. Valter said the agency lawyer 
told him the agency gives ''daily advice" to former agents on revolving- door 
regulations . 

Although the agency has undertaken a detailed review of its internal 
guidelines in the wake of disclosures about Mr. Wilson and Mr. Terpil, 
intelligence officials said it was unlikely that changes in the C.I.A. 
employment contract would result from that review. 

A Glimpse at Iranian Dealings 

The officials said, however, that the agency's review had led to 
consideration of adopting a code of ethics. Brief attention was drawn to the “ 
issue in 1975 when a subcommittee of the Senate Foreign Relations Committee 
disclosed the role of some former agents as brokers and middlemen in foreign 
military aircraft sales. 

Committee documents showed how Remit Roosevelt, a former C.I.A. official 
who personally arranged the 1953 coup chat brought the Shah of Iran to power, 
used his C.I.A. connections on behalf of the Northrop Corporation in Iran and 
the Middle East. 

Letters written by Mr. Roosevelt and released by the committee repeated 
references to "my friends in the C.I.A." who were keeping him apprised of 
Northrop 's competition. 

But the Senate Comittee failed to make public all its files relating to the 
activities of former agents, according to former Senate aides, and no public 
action was taken to address the issue. 

The House Select Committee on Intelligence, currently studying the 
Wilson-Terpil affair, has not yet looked into the general issue of conflicts of 
interest by former agents, according to a staff aide. 

GRAPHIC: Illustrations: photo of Vernon Valters (page 42) photo of C.I.A. emblem 
(page 42) photo of Richard Helms (page 42) photo of C.I.A. headquarters in 
Langley Va. (page 42) 

SUBJECT: INTELLIGENCE SERVICES; UNITED STATE INTERNATIONAL RELATIONS; FINANCES, 
PERSONAL; DISCLOSURE OF INFORMATION 
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Robori A Ahmon lowyw. preside n» of Ft* American Bonk, (mwm W USA Todo/* kuUn«i and husband ef octrees Lynda Carter. 


Robert Altman 
Joins Ranks of v 
‘Super Lawyers' 


B y Modi Rom 

One wooden where Robert A. Allnun 
finds the ume. 

Some days be spends as a Washington su- 
perlawyer, representing client* such as IBM. 
General Foods and the drug industry before 
regulators and oo Capitol Hill. 

On other days be becomes president of 
First American Carp . the holding company 
for the second-largest group of banks n the 
Washington area, whose takeover he engi- 
neered for Middle Eastern investors a few 



years ago. 

~ " other days. Altman oversees his real 
investments, including the USA Today 

~ ' UtfVl . tf A. n B n POP 

And on weekends, he jets to California to 
spend time with his wife, television actress 
Lynda Carter. 

Altman may not be as well known as Car- 
ter. TVs “Wonder Woman* or even as famil- 
iar as Clark Clifford and Paul Warnke. senior 
partners of the Connecticut Avenue law firm 
in which he is a partner 

But at 37. the diminutive Altman has be- 
come a big man in this town, wnere law. real 
estate and banlcr.g are among the most pow- 
erful of the power industries. and success in 
any one of them is enough to coder superstar 


How does he find the ume’ 'Long hours.* 
he sayi with a thin smile. “Very long hours * 
Altman is that seemingly rare beast, a 

Sm ALTMAN, pope 33 


Monday Morning 


DeLorean Broker’s Deals Probed 


Vital Signs Robust 
For Area Business 

By Jerry Knight 

T !*_'.£ '_*.e puis e of the metropolitan Wuh- 
Jigtor. economy is usually as tricky as arm- 
*Tes’_-.g w-.:.». ar. octopus 
It's -.arc to get a gnp on a multi- 
appeccaged. amorphous organism of more 
than a million people for long enough 
ro measure its unemployment rate, sample 

CoMMEVUfn 

is iar_iy .ncome. chart the growth of 
ts g:o»s local product and check the 
jther vttai ».gr.» ot its economic health. 

E.e- A’er. vou v on suit with the doctors of 
rv'Or.-r_« > :r.e 3*ta t.hev provide offer only 
in abstract measurement of local prosperity 
: .. ir ■ j.x.iii as g d a diagnosis of 


Monday Morning 


Washington s economic health just by looking 
at the city around you. 

The symptoms of a robust economy arc 
everywhere 

Dnve somewhere you haven't been for a 
while — out to Restoo, up to Gaithersburg, 
down towards WaJdorf Count the construc- 
tion cranes, the *Help Wanted* s.gns. the ice 
cream parlors or the pages in today's news 
paper 

A windshield census or an eyeball balance 
sheet can tell you nearly as much as a chan of 
leading economic indicators or a quarterly 
financial statement about the health of Wash- 
ington Business 

Just as political reporters have the ubiqui- 
tous cab dnvers who provide instant insight 

Sm MO0*SG. pop. 30 


By Hosenbol 

m is. 

A federal grand jury and the federal judge 
presiding over two avil lawsuits are looking 
into the tangled affairs of a financier from the 
Virginia hunt country who once offered to 
help bankroll the failing DeLorean Motor Co. 

Until two of her firms filed for reorganixa- 
oon in bankruptcy. Jeanne Anne Farnan, 44. 
ran a group of companies out of an office in 
the Westgate Research Park at Tyson* Cor- 
ner. She lived oo a $600,000 farm in Prince 
William County, owned a liable of thorough- 
breds and ran businesses th*t specialised in 
helping other companies obtain multmullioo- 
dollar loan* 

But legal proceedings involving Farnan and 
her companies show that several of the loans 
! she allegedly offered to arrange never were 
completed Developer* of * Foggy Bottom 


apartment complex have won a $2.S million 
lawsuit against Farnan and her companies (or 
failing to provide a promised loan A $10 mil- 
lion deal with DeLorean fell through on the 
same day be was arrested on cocaine conspir- 
acy charges 

N ow the developers who won the 
lawsuit contend money that could 
be paid to them has been trans- 
ferred to a Cayman Islands bank ac 
count. Farnan * creditors are trying to trace 
her other asiets. FBI agenu have been inves- 
tigating Faman's business affair* in fi\e 
states in connection with a Washington grand 
jury investigation. And the British goverr- 
ment, in attempting to untangle DeLorean > 
affairs, is looking into her abortive deal with 
DeLorean 

Farnan has unnr.lrd •' 'he 
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Meet Wonder Woman’s Man 
Superlawyer Robert Altmai 


ALTMAN from 909* 1 

Washington native His father, trained as an 
attorney, has considerable real estate invest 
ments in the area, and (us mother owns a lo- 
cal television production company 
Since he joined Clifford & Warnlte out of 
George Washington University law school in 
1971. Altman has developed a knack for 
winding up on the nght case at the nght time 
He successfully defended embattled Bert 
Lance in 1977 against charges of financial 
impropriety; he overcame huge odds to win 
First American — then known as Financial 
General Bankshares— ui one of the most cel- 
ebrated takeover battles ever; and under his 
stewardship. First American has become one 
of the nation's most aggressive and fastest- 
growing banking organizations 
*1 think I have been most fortunate in the 
opportunities that have been presented to 
me." he says. 

As a lawyer, AJtman usually is- hired to 
'work' Washington on behalf of corporate or 
Internationa] clients, an activity in which Clif- 
ford & Wamke, one of Washington's smaller 
(20 lawyers) big-name firms, specialties. 

He won’t name his clients, other than to 
say that many are prominent members of the 
Fortune 500. but he has appeared on behalf 
oj IBM, Eastman Kodak. Phillips Petroleum 
and Genera] Foods, among others. His ser- 
vices for them range from bugation to lobby- 
ing. although, he says of the latter, "not near- 
ly as much as people generally perceive." 

T he kind of law AJtman and his firm 
practice often goes 00 behind the 
scenes, and can rely on persona! 
connections and contacts— the kind 
[ of clout senior partners like Clark Clifford, a | 
former secretary of Defense, and Paul 
Wamke. a former arms-control negotiator 
and Pentagon chief counsel, can provide. Yet 
Altman rankles at the suggestion that he is 
some sort of Washington ■fixer' for his cor- 
| porate clients. 

1 personally don’t know of any matter that 
was fixed.' * he says. Rather, he says, his 
knowledge of how Washington works— and 
who works it— lets him give his cbents "a 
judgment as to what you need in order to be 
successful You know who you have to talk 
to." he says. 

To represent a wide variety of cbents with 
an equally broad set of interests requires that 
Altman and his colleagues maintain contacts 
and expertise in a large number of areas 
”We happen to believe that there is a real 
advantage to having a breadth of experience .* 
AJtman says. There is a real value in having 
a perspective, so that as you look at a prob- 
lem you can see that you're going to have a 
pubbc relations problem here, you're going to 
have likely btigation— or at least litigation is 
one avenue of rebef for you — here, we can 
move up to the Hill and attempt to do some- 
thing there." 

Such a practice can win a lawyer plenty of 
behind-the-scenes praise, but not much no- 
toriety Altman doesn't really seek publicity, 
but he got it when he took on Bert Lance as a 
client Representing Lance catapulted Alt- 
man. then just 30. into the big time of Wash- 
ington lawyers — the kind whose calls to the 
government always get returned 

Lance, director of the Office of Manage- 
ment and Budget in the Carter administra- 
tion came under fire in the summer of 1977 
(or alleged financial improprieties while pres- 


ident of the National Bank of Georg-t r * 
summoned before a Senate comm.- — 
questioning in mid-September, and . 
ford & W amke to represent him V_--i.* 
died the bulk of the case 
-We knew that it was not going :: :•* 
easy case." Altman says The cr.izfti 
continued to accumulate, so that t er- : 
while you were working on what y; . -a;. 
were the main issues for the hear-*.; : 
evening . The (Washington! Star * : 
carry a story of something new w.c.- 
come up. and then you'd read ui The rc-s 
next day a lengthy account of new isar 
which had been brought the previous ca 
that one day you'd have a charge 3 : xi * 
sion, tax fraud— one day we had a ex,* 
embezzlement— and all this was is z:^*_ 
the basic subjects, what we had thou;.-.: : 
the subjects of the hearing * 

The bst of charges was pretty !or.; : 
time Lance testified. But Altman. 
what he calls a fairly aggressive’ 
before the Senate committee, and :: 
ion seemed to rally in Lance's :av:r j 
Lance was forced to resign, and he a:*.- • 
indicted on 33 assorted counts 0 : una* 
unpropnet/. Again. .Altman defer:*-; 
and Lance went free 21 of the char;-s - 
6snusaed, nine ended in acquitta. a n.c tr_ 
wound up with bung Junes, loves t-garc-a 
Lance by several government agencies a 
faded to find anything conclusive 1 p 
Lance. That was a long, long ha_ i • 
haul for him. a long haul for us.* Alt r-ar sa 
The Lance case established Altrar. i 
force to reckon with ui the Washm;-. 3 c * 
community. But his next Tong ha_* _ 
would give him equal suture in Wa srur^* : 
business arena— albeit quite by -j—- 
stance. 

Once again. Lance was involved, tut ae - 
no bearing on Altman's parucipatio; _uu 
had recommended to a fnend who was i 
nancial adviser to three Middle Easte.— 
nessmen that they invest in 
based Financial General Bankshares 1* 
which owns banks in the District V.a t-a 
V irginia. Tennessee and New Yorx The 
vestors. from Abu Dhabi. Saudi Ara:j = 
Kuwait, quietly bought some stevts 
company in early 1978— and all be. :- 
loose. 

Financial General s manageme.v. a_~; 
troubled by internal dissension, char;*-; _• 
suit in federal district court that the _-.*;• 
were acting m concert witnout fiLr.; 
quired documents with the Secu.--_.es ; 
Exchange Commissi oq 
T he Middle Eastern investors :u*t: 1 
man to defend them, a job that ar:ie r 
Altman's international practice :-•**- - 

his relationship with Lacce he»a- : 
he had to check with Lance to -a.*.? . 
there was no conflict 01 interest u* i. ts: 
the case 

He also had to check another pos» : » 
flict with his Arab cbents ms rebg- - 
is Jewish, a fact that mace no d_“f**- .- 
the investor group "It s penectlv sc-_ls - 
and it s well known to them.’ he sa-> 1 
matter of fact. I think the' re a lit e . 
by it.* 

Faced with the suit, the three _--ev 
decided to seek a complete takeover . F 
cial General. "From a business stare;*; 
investor* " 
only h 
some 
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- : rac W'f •■»:* 



: •<•«••• tor • 



.a.*e • -« *?r: v T^.a- r «• a 

sa.-t» sot >e »ai.g'.t ;a: • i * j«< 

over — especa- > «ne* ’ *it • :**'• '»•' 

a'r: :• »c -ar.v eve:-' > j.r» 

:.vff sv.e»:cr» m-iimtec > : ; ;v. 

*nge :: Financa. Genera s management 
asking snarenoicers to vote the.; preference 
abo-„- »-o sboac se rating compart- 
The r. tutors lost out tne -o-.e was so c.o»e 
that vie com par.. > management oeocec t-t 
thro* vie :o*e. a sc tne M.cqle Easte- 
rn vest or s nought Financial Genera -i 19*2 
for a bit more than 5200 mote- -ma.-rung f 
Fast American 

The Funanctai General case ai. cceo anov. 
e: convoversul angle the question of Axa: 
o*me-sr.p of a hank in the ratio.-, s cap.tu. 
Here v.e Wasfur.gtor. ccanero-.s Altman 



ini CJf?rc cane vito pa-. 

A.tm*r says the arm *chev».ec »ntr. sore 
if the res: senior govenrte-- officials to 
find su: * -.ether ws »oulc se v ronfjct *-.- 
U 5 poo:, or whether :t *ou.c pe contra.-, t; 
tne ecrrcmuc interests o: v.e L'-jteo 
States — something we w-ouie se sensitive t : 
rr ar.v tend of foreign representation * Th> 
was a partiruiarlv sensitive su?:ec- 
with o. supplies irsm the M-.oc.e Las' light 
eatng agiv. and anti- Aral ser.ttmer.: ruanstg 
mgb 

B e Altman s anc Coffer: : cor. tacts 
gave then a greer ugh: ^e were 
-tet ooiv acvisec that t woujc not se 
.nconsister.t with U 5 interests. hat 
•e were encouraged to take this or. as being 
quite viiuable to the United States were we 
able to do :t.‘ he says. 

The reasoning, ihe lawyers were told. »«» 
that the United States is shipping ter.s of bii- 
jobs of dollars to vhe Middle East each year 
for crude oil. and getting bt'Je of it back "S? 
-.here was a strong desire to come up with a 
vehicle, a way upon an acceptable basis to the 
Lru-.ed States to ha»« those funds return to 
the United States.* .Altman savs 'This is the 
concept— :o create a model for .Arab invest- 
ment v. v.e United States, one that is accept- 
able to Americans and also ar. attractive bus: 
-.ess opportunity ' 

To cate tne mode: seems to Se perform.-. g 
as panr.ee *0ur treats have Seen very sat 
-sfietJ with this arrangement .’ Altman savs 
Under the irra'.gement. the Middle East- 
erners are passive investors, leaving the er- 
tire management of the operation to Amer 
cans W-.cs :s ho* Rober. Ah man. Wasrang 
oc iaw.e: became a part-time banner 
*0-ur tn.estors came to us a-.c sac Vat 
sow that we nad acquired this propertv for 
then, tnev * antes us to oversee :t * he says 
'We suggested that *na: they tea— neede-: 
was proresiicna sinking management We 
were jw-.ers w» were no* trained as bar* 
e.-s ’ 

But tne tie* owners prevades ar.C Altmar 
Kcame president — with Clifford as chair 
-.an— o: Firs: Amenca-i While eipenencec 
nar.n eserutives run the cav-txa- ope-a 
tuns :t VT -t-.sa-v AJtnjr -.e na» * 
vr.t increasingly tn*o:vec wtv law* svi- 
-g-. fsr F.-s - American s growth in the rap- 
«l-> cnaigv^ sarJur.g eovuonment. 

Therr was ar. aid iine— all rou toe to 
enow asout baraur.g was 6-4-1 > ou itu at 6 
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The man who 
~ of mysticisn 


W eo 

■ * *!■ 


ESTERN- - BANXSln*«r«a-6r depiaited through 
concentrate on the the western banking system." 
visible, whereas we Mr. Abedi says. - U BCCI can 
stress the. invisible." This is mobilise 1 or J per eenL of 
one of the reasons, says Mr that money it has a substantial 
Agha Hasan Abedi. why his business.' 
brainchild, the Bank of Credit The style of BCCI'i operation, 
sod Commerce nt.nut, octal, is branches and the 

55T..S1 mbSE™ £ “■ 

s^r^rytr. ,, 'u,“: •ssn 'sarn.-ss 

wav that nunH. im... i. , *" * ™ 

Lamarchc. the director of Bank 
America's Middle Eastern 


way that sounds st ranee .. 
western ears - The velocity of 


find hard to frasp. 

The Bank which embodies- 
Ihetn has so far been 
in Britain only as a r , 

extending chain of smoked- BCCI does a lucrative 
tlasa branches. Starting from »ith Middle- -Eaaurn visitors, 
scratch in jhe Arabian Gulf in >t makea special efforts 
Itrrthe BCQ «roup had built Throti»b ks "Middle Eastern 


last year of * 2 - 2 bn and 14« botal rooms a nd* to arrange . 

offices across the world. In transport. Mr. Abedi says that 

the Press the bank has recently foreign . exchange business - 

been noted for • liaison -with alone pays far the Park Lane _ 

Mr. Ben Lance. President BFahcKT— Other brandies— in ' 

Carter's former budget dlrec- Leeds or Birmingham say— * r * : 
lor. land .»P_. impending schism s erve the local " Asian popula 
with Bank of America, a majoftion. They are less profitable 
shareholder, but chiefly for the and Mr. Abedi dlls them an in- p,fd off frem~ dirinbu l e<l pro ffT 

'V O™ * ft!"*- ^ 1C1C ... m l , ;:„rb/t^ 

Mr. Abwi m* now rtm rt<f ire nppltatnred by a small trusts in approximately mqi! 

▼iow. He has explained BCCI s branches, like the one in effect a profit sharfne irhem# 

*• •" .. . «,.52bi?i£S: 

x. d«n»« m?, si fuX .^TL.'Sw'uis 

etss^ v& 

Pakistan s nationalised banking 



he will slow the pace oi su.1 s „ nowmakinV tlsflrsi kW»ui row,. .a 
expanoon m Britain He -has- beiixing tor large companies A system. 
°* r xn iiiuc. '* r * #i * ■ *s — | — g| — 


of hu bank s income — XkL. the. been set up which, in conjuoc 

rwldl# rpfflimt how Hirl tiirh > i... i.a. # 


bank, applying »h«l Mr Abedi Corporation 
says are the “ most conservative 
principles 


Cayman tub- of America has had an uneasy 


anting principles " achie 
uch growtfrbTits business's 


Bank or cbedit and comme rce 
intewnational 


1972 with a 
capital of $2 Sm Bank of 
America, with which Mr Abedi 
links i 


With United Bank of Pakistan „ 
took a 25 per cent, stake. Arab ( 
shareholders subscribed for the 


retained the right to acquire 
part of their holdings From 
he says, he made it 
clear to Bank of America that 
BCCI would become a ” global 
operation " amt'wwold deviie-iu 
trvm-fljili itr-hffltj 


iw nm 

says" that' *B* oT A - hoi 


lidisry. and with BCCI's half relationship with BCCI for the 

k - - 

Vistjtim p-.o ■ yntT irre ltd. Btnk wij un- 
. -^.. .. 1TrTn , to have anlv a n mdirtc r 


believe 

The oil price explosion gave 
cresuoa ypcius in BCCI's expan- 



trated ..n the Gulf, where with 
51 branches in the UAK and 
Oman. BCCI is now one uf the 
major commercial banks But 
. also followed tbe flow of 
oil wealth lo Europe and abose 
London Since ItTJ. BtXI 
has established S3 additional 
branches .n the U h and now 
ectiselv has .is head otlicc in 

I estimate that ih-n- ar» 


Bank of .America 
I could not arrange my own 

c ontacts m the emirates. | had 

ruling families of Saudi Arabia. *• through BCCI. That had 


Rahrsm. Abu Dhabi and Iran 


and of prominent merchant c, 2 u,n * , 


ihangi. ■ >|r Lamarche 


Kuwait Another 40 „ ‘tev.lupm; ion 

per cent ts lodged with a com *'*' “ f >"»*«''' the Jiank •< 
pane, in the Ca>man Mamie mak, "‘ " 

called International Credit and ***'" ,hj ' hl ' **' »•»««! 
Investment This compans took w M * v of Bt t ' * expansion 


xsestmeni This ct 
«»er Mr. Abedi s nncinal riant ' 
to buy uul hi> Arab backers 
IOIC acquired its slake wiih the J 
help of a loon from Hank , 
Ameriea whirn has now wx > 


'• M*'l * Hoard eslahlishrtl 


ill I w a. i 
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adds , a touch 


1 to banking 
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and busineaa are there " Th# 
table shows that the profitability 
of the bank in Europe— chiefly 
the UK— ■$ low in proportion to 
the number of branches and the 
share of deposits. 

Mr. AJbed i is aiming for • 
Mbn bank with a 7 per cent 
ratio of capital to total liabili- 
ties. by 1980. He is adamant that 
he has the management talent 
to cope with this continued 
growth. He says BCCI has 50 
senior* executives with mo^ 
than 25 years of banking expen- 
ence. Including two ex-central 
bank governors and the 
exrcbainnan of the Pakistan 
banking council. 

These executives are managed 
in a way that looks very strange 
to anybody used to the manage-^^ 
ment structures of the West."” 
The management system is 
known inside BCCI as The 
Concept, and the Concept is 
_almo*t_an_ article of faith. It 
states that the chief executive 
is a committee with no geo- 
graphical location He is the 
“joint- personality ” of repre-. 
sentatives of various parts or . 

* the bank who obtain “ unity ot=" 
thought " through constant 
ui l h ‘ »n these conslraihli by MW a r mem -rr ye r ce ii rt i r Ll ic conmunica non. Mr. Abtdi is 

groaing less fast. Mr. Abedi equity. theoretically part of a “joint 

.anted to raise - more capital tp‘ These four clients were personality " in this mystical 

allow his expansion to go ahead s **' kh '' l dhiro * ihe former funding syatem. Yet be is 
For (wo years B of A .mposed a ch,ef °* intelligence of Saudi visibly the architect and chief, 
morotonum on the raising of Arabia, Faisal Saud al hovering over it all. 

new funds. Finally at the end Fuliaj. a Kuwaiti businessman. Hlf dwk „ in , he T»le posi- 
of last year it gave the go Abdullah Darwaish. an , 10n al t f ie (nd 0 f a large and 

■“ ,K r Royal family in immaculately appointed open 

n Lead e nhall Street. 
tbe head off 



Mr Agha llaaaa Abedi. presi- 
dent of BCCI. 5C. was born 
in India and educated In law 
■ nd English literature st 
Lucknow University. lie 
Joined Ibe Habib Bank In 
India In IMC and worked 
there uatll leaviag to lead 
the setting up of the United 
Bank of Pakistan la 1959. Ue 
left UBP In 1973 because of 
the impending nationalisation 
of the Pakistan banks. BCCI 
was set up at the end of 1972. 

Mr. Abedi says that be has 
no stake In BCCI and that he 
Is ndt a \iealthy' man. HU 
home is in Pakistan but he U 
constantly an the move super- 
vising tbe rapid International 
growth ef bU bank. His office. 
In so far as he hen- cue. U la 
London and when here EF 
lives “ In a small rented bouse 
In Dulwich." 

Trrry 


new' 'shares' and'Vherebv Al N i hyi "- ^ crown P r,DC * of This u-not tbe f 

red its stake ?*« » £ r Ab ^ Dh,b !„ cause BCCI is decentralised to 

‘ B CCT ft 


— Sfcun 


up the shortfall with an Issue o 

l 0 ."* «£tjw »o«c ci‘.e 


, .... of- having no centre. — 

. Exchange — Commission _ _lSEC) pul in effect it is from this floor 
, alleged that Mr. Lance. BCCI. and frora Ihf Abu Dhabi office 
* acting mat the operation is run. On 

Middle Saltern investors A! in a soerri attempt lo , h „ floor work the experienced 

e time B of A reduced M ‘ n • coolrul of Financial Pakistani bankers that are the 
e time B of a reduced CenenH The La DC e/ BC Cl backbone of BCCI s manage* 
— nrTT n> r- i g m rmnr— n or men! I hey i r r rumosr without— 
‘ denied this charge but agre ed exception. given the title 

i seiUt-menT lihflfr — u lm li nnulin : nnne visibly 

r lower— 


Kv of one It * 


they would make,, ender offer high.ro 
,h» sale will go through alowly °! * la * shar * for M meet they d 


shares will probably go v 


The effect of all this. Mr 


(1 lahlr i hat embodies their 

of "joint personallljr." - — 

.'"the" MlddlV" Eastern Abedi explains, s lo bring for- The City is bound io remain 
shareholders. He sais that ihe ward US piars lhal were sceptical and indeed there are 
once lor this st ale - v io he S3?m «riginTTTy only a long-term aim. siens from within BCCI that 
— no had retarn for B~o?r\Trn~arr> t c-ts-Tmr y e t sur e w h o w i ll this __ roundtable system of 
investment over six years of n ’* ke ,he 0(f,r - *>“1 whoever management may provniartMo — 
about Sam makes it. and if it succeeds, sustain. In the mmuies of a 

s n „r a k— s-. ,« a BCCI will probably manage recent executive meeting of 

l,Al A \ b k/j, I°x? able* td financial Leaeral. - He says that BCCI there is a section which 
’ r Mr b J !. .'*** an important aim of BCCI is reads: - If the Concept has not 

to broaden its operating base wo rked we may consider replac- 
nll he n»~n with the Concep*— of 

gfe all v ■ flfTMIC Been rU TIt iy Cu nt i o r It t g ii m nta U an and-Dw ,,. 

b wealth. 6trt“wrfFcfpl i ne j The present stile of 
he bank s depen- management, which is informal, 
tart of ihe world somewhat od hoc and flexible in 
ards as politically disciplines, has ter i»e reviewed 
io determine in what extent it 
niA— 4 nd a rapid h *' been conducive tu fuller 

Africa take up “••hsation of human energy. 

more of Mr Msedi's time the Mr Adehi has visionary aims 
expansion m the CK is to be for his hank and foe the *mi«- 
-luwe.i It the City wants us 'ion'* which ran he achieved 
•o »!o~ down we shall slow through thr trust j that own Ihe 
down tie xa»» and admits that Cayman .ompanv lhal control* 
•hr H-r.k oi England lias «• Hut Mr Vsvs Lamanhc of 
It-ipiH nrl. -.i tins eltrit In Haul. ..I Amenta <rr* HCCI » 


nf ll.lt: . 


r Mr \br.l 


awer— Ihe— :laiief - ±r*ignain»(v- 

K '" **“' K “" “ lessen 

' di-nec on a 
' which- he n 
‘ vulnerable 
While An 
expa.is.on ii 


ninrnJ- t! h% M* l.ai 
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By N«CELBANCE 

IqbahsddfaiAkmsdura 

at l'-o Aackubte at tA AIRD a w 

hi i>.i=b wAn the question Hi fete 
BA j Now hi ih« bets “Aft ynafttm 
that cowboy bank A tA MUdA 
East 7** asked someone at rtt aamt 
table. That's typietl of Ac 
cotnr-cu/ Mdt that ifai 
nstoubAc; Bank of Cradk mi 


hutitutloo that b Ac talcing point ac 
bankers' cocktail parties, Ae aonree 
of goes’p at oonfrrtnoss, and A* =• ;.* 
ottfect cf speculation A At IMhi 
cabins of planer ferrying Anfatre oat ; 
to the G«Cf. Ahmed, Ae ohkf 

ufBCCTs merchant bank, 
*bor?J be ased to 8Kb questions, for 
by now BCC1 b ««■ aware of Its 
reputation 

That reputation la basal Agafy an 
spectttrtiooiouspocaAtioaabantI* 


la 

paas notice, Mowing a norther ef 
stories hi Aeleaadal press, nMch 
said that k intended to Aveat hadTof 
Us Interest Is BCCI by 19CQ. Abe* 
said he had no femocAl bvclvemtat 
A any BCCI company . 

What blows Is aa Avtsdgatkm 
Into BCCI and Into iA truth behind 
Aa ramonra aa fer as this can be 
ascertained. While rrecarcAng tA 
‘ I to many BCCI 


that tested several Lours with AgA 


¥f Bank of Crsdh and Commerce later- 
'* n a ti o n a l b aa unusual bank, its 


founder and president, I 

Agha Hasan AbvS; era s p ee n te fa a 
about its Middle I 


Ghailk Pharaoc, ton of aa sdritsr to 
the late Kiat Pabalt on spaecAllon 
aboot Its coaaec&one wkh Bert 
Laaott on spccahdlea that Bank of 
America wished ta Avert fe . - 
ahaichoMhvAAahmAtmrttlahova : 
a^oanndnhassasatAirt v 


Eurortoiv*, 

that s pe cu lation. A our ( 
survey last August see I 
a report Art Bank of Asatrian** 


:,V 


by acfiAp to 24% AanholAi* 


•Purity and chastity is the key to 

management at BCCI.- said Abedi dar- 
int a rare interview with us at the !an on 
the Park hotel A London. 

A the ooorse of that btenriew Abedi 
dacribed BCCTs origins, his unique 
concept of management, A shareholders, 
the maze of bolding companies and 
cioss- sh archoidi n gs that control it, end 
his rela ti o nshi p with Bert Lance. The 
beak, claimed Abedi, had loaned Laaoa 
a total of $3.6 million whie Aa form* 
US Budget Director Equidated As 
shareholdings in several US Anks. -We 
wers told that Lance wented to sell Us 
60% stake A (A National Bank of 
OeorgA.- As a mult, Abedi claimed, A 
introduced Pharton, a dose friend, to 
Lanot who subsequently sold Us 12fc460 
National Bank of Gcorth shares to 
Pberaon for S2.4 mCkm, or 120 a share. 
Lance now works on c retainer for ICIC 
Business and Promotions, a Grand 
Cayman-based company that b pert of 
Ae BCCI network (use chert of 


^6 


Abedi, 37, Ae son of a Ludnow 
bndtortS. played hb matter stroke when 
A foresaw iA of basks 

h hb native Pakistan end used As 
c o mmotions with some of tA m^or 
ndmg renames of tA Mkkfe East to ret 
up BCCI A 1971 TA young Abedi 
graduated from Lucknow university wkh 
a degree A English literature and Aw, 
spent 12 years at Habib Bank Afore Cor- 
«ing United Bank of Pakistan. He was 
president of United Bank for 13 yuan, 
end it was then that A made tA Middle 
East co nn ections that are so valuable to 
him today. He b, A claims, a does friend 
of Sheikh Zaid, presides* of tA Urtted 
Arab Emirates. Sheikh Zaid b said to 
Are su bst an ti al financial interests A 
Pakistan. Abedi, A turn, acts aahottto 
«A sheikh when A visits Pakistan, ac- 
companying hira oa shooting and bunA* 

and — a great love of tA sheikh's — 
' hawkAt ezBedhkeL 

iSKfoSis a lover of I 
classical music and aa avid 
of management books who shuns akobol 
and publicity. Whfle working A Karachi, 
for example, A v?as not a "^>»r 
of (A city's smart watering spot that 
was frequented by ex-rresident Bhutto 
and hb entourage, tA SAd Chib, whie 
most senior BCCI em p loyees an 
members. But hb Pakistani friends and 
«®P Ay«ea Ave assumed rn en o rs ao u s 
Apcrtanc* A As busAres hfc: many of 
BCCn senior managers ere former 
Uatod Bank employees, tad Abedi con- 
tiaucs to pooeb senior bankers from As 
aative country. BCCn staff Adudea. for 
example, a former g overnor of tA Cen- 
tral Bank of Pakbtan and a former go«m 
nor of tA central bank of B aagladmb 
More recently, A hired Pakistan's World 
Bank representative, IqbehiddA Ahmed, 
to run As mercAnt banking era. With 
Am, Ahmed brougA another World 
Bank executive. Dr Peter Muth. 


BCCI.D0darRizri,vMad 
EvromotKy't London in^ n rtat b 
complete abort whnt ho termed** - 
Inaccuracy of tA report. * 

claimed that Bank of America * •> •" - 
planned to retain A akaiefcotdAf A r 
iA bank, anti that* was vary h*py 


The bank, claimed Abedi, had loaned Lance 
a total of $3.6 minion while the former US 
Budget Director liquidated Ids shar eholding s 
jn several US banks 



306 



EwonoMy My 1971 77 


8 * 










307 



A*Jm Hmm AM, 9CG priiliMf and fcnadsr. 

Hit ctfcrocn to hin apcrino^d 
Pakistani bankers it ooe as pte t of 
AbedTs management style. The way 
be runt the bank fa even more unique. 
HU headquarter! are la learimhaC 
Street in the City cf Loodoo and there, 
when he\ in toum, Abcdi tits in an open- 
plan offiru, a concept that it consciously 
or uncooadously baaed on that of Bank 
of America*! founder p r esi d en t, Aaades 
Peter Gitflata* who tat where ha oodd 
m and oc teen. Hb boardroom bootee a 
custom- buOr circular labia at which 
Abedi, debberatriy , baa no art place. The 
office b a profasioa of Bowers, and the 
decor reeks of the aa me smoked-fiats 
opulence that characterise the bank's 
branches that have been sprouting Ike 
^ring Novas b the potter trues of 
London. ’ .0 expe nse b ^ared: osar the 
British Whitsun hofidty the air- 
conditionfag was twbebad off during a 
teat wave. Tbc bowers died but were bn* 
mediately replaced. 

BCCI emp l oyees do not ten tides, 
apart from on the marchaat banking ride. 
Instead they have respc t u lbffltiee. Thr/ 
an ttferred to aa “e x ec uti ve*". The 


It al began, said Ate*. during the 
intarvkw, with Us t ra ve b around the 
Middle East, hb meetko with the 
ruling famffies and the problems h 
Pakbtan’eombined to ferm the coocapt of 
a Pakistani-run bank with Middle East 
capital The concept cry suffixed into a 
"bank in Luxembourg with the majority 
of the capital coming from our ftfands in 
the Middb East", but to add credftffity 
and expertise, the bank needed a connec- 
tion with a major International banking 
organization. D b rusrinra began with 
Ameri can Exprcu hot came to nothing 
because, Abedi said, American Expreea 
wanted a quarter of the equky md a 
major aay b the benk*a ■enagsmmt 
"That waa no good” mid Abodl Batiy. 

"BCCI was canuahrsd with two major 
factors in mind: we warned t market 
place and a m a n a gem en t capability. Wa 
knew that the market piece faJtbOy was 
fat the Middb East, and we know that 
enough m a n a g e ment capebSty would be 
avaflabb from United Bank after 

Accord ing to A meri c an Express a& 
dbcusafans with BCCI wart dona 


through an intermediary who was a 
Middle East businessman. American 
Exprcu have told us that to its knowl- 
edge no offer was made to BCCL 

So Bank of America wu approached. 
That, in turn, wu seeking a pr tacoot in 
the MkJdle East through local par- 
ticipation and, unlike American Express, 
k wu prepared to inject capital without 
wasting to run the bank. "Bask of 
America agreed to be c ome a shareholder, 
but we made k a cocdkioo that we would 
establish the management sfyfa" was how 
Abedi put k. A promotory a g reeme nt wu 
signed during what Abedi d escri bed aa a 
"historic lunch" in San Francisco In June 
1972. The oonccpc had becom e a realty, 
but k wu a reality that Bank of America 
wu apparently to r e gr et later. Almost six 
years later B of A woe to stats that k had 
been satisfied with Its shareholding in the 
bank, but that k had now eetahBshed a 
presence of ks own in the Middb East. 
Abedi, naturally eoorgh, c la im e d that the 
relationship benefited both parties. 
"People wfl think that Bask of America's 
withdrawal shows that the relationship 
wasn't a good ooe," he said, "but st bad 
a good .relationship and both p ar tner s 
have benefited financially". Bank of 
America, he said, had done very wd out 
of BCCL "And If anything, the damping 
publicity we got when Bank of America 
announced ks intention wu • teat fie* 
BCCL It hasn't done ua any ham unB. % 
Bank of America, however, were unable 

But back b the days whan the 
relationship wu just to 

the future f 

problematical fa many ways. BCCI then 
stood on the threshold of the growth that 
b best exemplified b Table 1. That shows 
just bow fast the expansion wu: from 19 
branches fa 1973 to 146 branches by the 
and of last year, from assets of 
SJOOmfflbo fa 1972 to assets of 
S2JNEfan fa 1977, and from pretax 
e arnings of 1333,000 to S25.9stiBoQ 
over the same short, hectic period. 

Abedi cooeeotrsted on Britain and the 
'East, ringing these out u the 
mafa potential growth markets. The 
growth of branch banking fa Britain, fa 
particular, waa spe ct acula r . An example: 
at the end of 1973 Britain boated fur of 
BCCTa characteristic smoksd-gbu 
br anch es with the now famffia- BCCI 
logo prominently displayed. At the and of 
last year the number had risen to 45. 
some of them situated fa tbs smersset 
areu of Loodon where bureau da change 
operations kicked fa a mqjor co rm but ton 


Swakb Naqvi, for example, describes 
himself ri "executive fa charge". This b 
the unorthodox style that docs not create 
trust among BCCl's fellow bankers in 

That unorthodox style, and the speed 
at which BCCI hu expanded, b one of 
the great talking points fa banking today. 


"People will think that Bank of 
America's withdrawal shows that 
the relationship wasn't a good one" 
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V. 

Tahiti 

A five year profile of BCCI 


T ’ | 

Total , cfwMeh UAEOfoc* NnMbv Assets Growth Ogfaff Growth Dept* Growth Proft OmthCbariag^ 



^■beref 

' b 



of 

(BOt) • 

% 

om % CB00) 

% before Ten * % 

;<%) 


branehee 

UK 


• 

mattrla 

a 


.* ,[.Sy. . 4 

range! • *; 7 


1973 

19 

4 

S 

7 

5 

200437 

— 

5406 . 7 — 191,145 

— • 335 

2461 

1974 

27 

7 

IS 

5 

7 

610,167 2034 

1U04 .. 1134 . : 511448 204 j0 241S 7714 

•’ 2422 

1975 

64 

19 

19 

26 

13 

1406471 

97. 7 

23482. 1164 MS 1496 

98.1 . 9,732 .; 2334 

7 2428 

1974 

104* 

29 

H 

51 

21 

1456439 

374 

50470 1044 1406430 

304 20412 "1054 

‘ 3.117 

1977 

144 

45 

29 

72 

32 

2400400 

324 

1134*9 r 128.7 2409400 

.334 25400 294 

5.445 


1. Basis of calculation: Capital find oomprWng of paid ap'capittl, v.honfinaiad lota,' capital notes, res erves, retained 
aantinp end minority fataro*. ‘ 1]' '-"v-V* ' £ .• 


to eanangs, while others opened in got ks toll leeece after jatt one yah i Asset growth hi the hGddk Ewt has 

DOdDCni BjOIhJhU Wll uft wOOmDCQ OpCrSQOQ 1 h a4B0QDi • Rv wBtavfli »IBw PM8 PDCDOCMBli PtfuQpUHiy IB hM 

substantial Pakistani p op ul atio ns. Sor however, tiutfos bank was not lc*bmTy ~ : Uaitod Arab Mn which ran into a 

pristagly, on the figures e u ppfc d to as by to achbve aethorizad statns <wWeh hanking cribs last pear. BCCI has 11 

BCCI (Tabb 2), the UK operation is not iTr~r hinVi in itrsl in fnnfan rrrtiMyj -enoebesta Abu Dhabi atoe fa Dwbai 

as profitable as the net of BCCTs "While we are waiting forfawtsbal non- v and nbe spread throat the other 

business. Whflc the bank's UK assets of tinue to bitrsaas gag capital tod hnproet emirates; k was a'prime target for hee- 

SldOnriBSon raprismt port than 1% of our leverage po*fae.-Ia the beanfeast /ando, but fa ovtesvicw Abadi cfcrimad 

BCCTs total balanoe sheet. UK profits BCCI fa the UK fa Smhad to taktag., that . ft., had. rcadaad wry Bqdd 

contribute only 3% of total earnings. Bat foreign currency depoehs of no more that throughout the crisis, and that whan two 
London also tarves m tha ba&k’i hood- 173 million, while on staring bonneas the , Bank of Eagfend officials had been obd 

quartan end b a favourite hofidty piece beak is limi ted ody by the Bank ef ta to advise the UA£ Currvocy Bonrd, 

for many of BCCTs boots important EngUxxr* 12 miaia wa reserve ratio.’ * BCCI was pleased to open ks books and 

customers sad shareholders. The right of The globsl leve rage .position oould . 'dadoes afi. ITk were todo thattgafa the 

. BCCTs Imoorin cs a w a i ting the bank's owtafady do wfth bipnwing..Tsbb > l .. hooks would that but of 114400 

aS ik-A sLa m|Ia ^ KaUIIaIm asmwmmAa aS — ~a 

msoos n neniM^v npuri, «ar asssw® mat ins ca cepnai co sks^sppscs. *§s>sniiai auwowneB as anntoQ 

is not at «I uncommo n. (BCCTs own Jgspas) actaafty H d a ri n g : • • 50400 trs h the UAE. Some 23400 are 

AtA. how, iwcva Hraqfr to*o I9M OM • phi yw fer btoUK. V.-V 

n»a— rirwi put to Mm durian the fawrvfaw twa now uwds at Ires than 3$%» Thai . Bid ft hat nb ip 'against aa a pparen t 

that BCCI had beooas an atknfe bank fa may ha ons of tha factors that has brtrk w>B fa Bahrab whan ft ragnrmed a 
the UK. serving the Pakistani taunigmt deterred the Bak of Engb&d from grant- / commercial haiAtag Boeaoe b 1973. The 
population and Middfc East visitors. bg ft authorised cuius. AbedB certainly Bahrab MooeUry Agency fid not edit 
-We prefer", ha said, -to be caBed a re cognised the need to knprova ks at the time: a& requests had to be anb- 
muftbatiooal operation.- But “turning on gearing: "By 1980 we hope that our mftle d to the Prime Ifbbtsr. BCCI was 

the British population to BCCI is not leveraging wfl have improved to 7%,** ha t u rned down on the grou nds that tha 

easy and ft wfll take a long time.” Mid. ‘ •--v'V- • r number of oo mm ere b i hanks sBowtd ta 

Abadi disputed that BCCTs growth, .1 Thai growth fa assets abroad act only Bahrab wm tanked, hot that eta tha 
especially b the UK, hat meant that ft ft the Bank of England, ft abroad Bank of pofiey was rebzad a Borne* would be 
has bacon* attended on the mtoaganac t I America as wri, and is repotted to ha a tensed. The bank is wM wilting, ahhoogh 
side. -Oar growth has been a bebnead tt major eouros of dbagreenbnt betwee n fa. the meantime ft has baao given an 
one b aO (fractions.- Ha bcfimJ that Ifos two, fa *fee of AhedTs dotiab. By oAhore bating «* Beanos fa* ft has 


ctynb^nd sbd^40%ofBTCn 
total ptM staff of 2,700 ere not workkg 
toftific^ softy. * '- 

He has, however, caBed a hall to the 
bank’s growth b the UK and that haa 
[ been done with one mafa purpom b 
mind: to persuade the Bank of Engbod to 
\ give ft a fall bc*tag Boanoa. B b Mid Ato 
I BCCI has bean on the wafcbg fiat for 
(authorisation longer than any othsr bank, 
at b also sab that the Bank of England 
nearly granted It b 1974, but then drew 
back wbto ft taw Just how fast BCCTe 
expansion was progressing. "The leak of 
England probably hasn’t givtt pends- 
sioa b ec au se of tbt ilinotphus s emen- 
ding the BCCI and the propaganda that 
hat ban spread about us,* Abadi said, 
who re fer r e d to the bog-ettsbfishod 
banks of the City u the "Qub-. 

-It b not only the Bank of England 
that is against us, but the Qub- he claim- 
cd -After afi, Unftsd Bank of Pakistan 


1974 these lingreoninti had leeahed b sdi to take 
B of A taap^tal * toortonrium on foe can do in 
raising of new capita] to finance BCCTs through or 
Mpeasfan. a n o ra to rium that has idact landed Swri 
betoBftndbBMwfthlofA’sdecbbnlD Someboe 

^ .* r. -s V*"W P. 

AfHca’i contribution to profits 

1 . “ 1 '2 - ' J* r Ab^Mt 


to take u& -Moat OBU bnsbaae we 
can do in Abe Dhabi end Dubai sod 

ikgg^A aueam UAtoUltolf |a VmmIs fib 

nfwp cur mxmmarf ■ihewiKi bod* 
tended SwiethNaqvi 7 ' • 

Somehow, BCCI appears to have an 
■saany knack of makfag^ "• name for 


^ -wnvT.d 

MlddbBaB-v^... .^;: ...44, 

f IV A .« .*+< L\ J «« 


otker Ihnupe 
Aftfca 


Far East, Cayaanals. 
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The African connection 


Qndk tad Com - Botswana. 

Rbtiooshipc k te Swaziland, where 
BCCT b ettablbbkg a new joint no- 
tare bonk, caied the SwnsJ Nation 
Dcrelopment Time Fond, with the 
Kfag of Swaziland, Tin* Sotfan D. 

Tht king. the world's tenge* rrignkg 
mooareh, wO not only own 45% cf 
the bank, but he wff daporit beewmn 
S20 end Sttmfrta during the frit 
day*e bu frwas to geek off » a flying 
start TM documentation forming tbe 
new bank wae to he comple ted late 
last month. The l-nk wfl hare a 
capital of only SI rnffta. 

S’razfland't mg*or exports are 
***r. pea ches and pi nea p p le * in 


turn, tbs king, who p rorog u e d parti*- 
meat fire years ago and has rated 
of em erge ncy arer fries, 
— The new 


bank hopes to carve oat a «-» 

part of SwaxSaadV trade Burring 
busfaese. and to finance new ImMm 
of sugar itilb. h wffl *bo set up sub- 
sidiaries in nearby Lesotho and 


Africa b centra: to AbedTs strategy. 
Already k makes a significant wb - 
oibotka to group earnings; last year,' 
far example, it a ccc nn tad far lf% of 
pretax earnings, or S4.7 mflfioo. AbedS 
told os that he cooridered bolting op- 
portunities hi Altiee, pertly bacaam of 
the relative onsophbticaeteo of them* 
bdng besAbg system in aome pr/ts, 
Md partly became of the com- 

psratfreiy higher spreads avaBabie. So 
sea b looking farther eftsld at 
Nigeria ac t Malawi 
h sto. *y has six branches in 
Egypt, refry the saoet profitable of the 
African operettas; k ateo has two 
branches in Kenya, and a ringte 
branch in each of the foBowteg: hory 
• Coast, Sudan, Gabon, Morocco, 
Djibouti and Mauritius. Thatte not ak: 
there are joint matures in Ghana Md 
Lfaeria. And in the Sod 
SCO branch b doe to 


bank k the Sudan has 
nationalized. 


hadf k whatever market k ope rates . 
Nowhere wee tbit more apparent than k 
the US where k farmed an — 
with one of the moat controversial figures 
cf aO, Bert Lance. We have already 
described AberfTt account of how BCa 
introduced Lance toPharnoo, and of the 
deal that resulted from that moving. Just 
as ktrigukg was the deal that rated 
from Lance's rncommeadatta this four 
of BCCTt chants — Xtmal 

Adham, cx-chbf of Saudi Arabian te- 
frOigsnct; Sbdkh Sokan al Nahyaa, 
crown prince of Abo Dhabi; Abdalah 
Darwabk edvbar to the letter's frmBy, 
end Fafaal Sand a i F rity, a Kuwaiti and 
* nujor shareholder with BCa k 
Kuwait International Fkanoa Company 
— buy into Financial General 
Banksharaa, a bank boidkg company 
that has bank hoMSap a k 14 sutoaofthe 
unta. Lance reoom^oded to tbm four 
BCCI chcoa that they pnrchaae 43% 
each of Financial Omvtl.jast enough to 
keep them withhs tht Section 13d SEC 
regulation prohfofeteg purchases of 5% or 
mm without perm bata . That deal 
browi 4 ** an SEC atirgatta that BCCI 
was acting k concert with Lance and the 
four dbats to sccretely gam control of 
the beak ho t dteg company. But subse- 
quently tH aTcgat^- • ac when 

■V »» fim Hi ...4 .. t, . ~ 


group gain control than BCa wofrd 
probe Wy manege the US b— h holdteg 


BCO stated to us that Laam b paid a 
retainer by K3C to tack out suitable in- 
vestment oppo r tu niti es k the US, but 
refaeed to elate the eke of that retttar. 
However, k freebee d that Leaoe b ateo 
paid a c ommis sion for cash deal that 
comes lo frufeta — preaumabty he b In- 
tel pate a conunbrion for tht sate of the 
shares k Financial General, The 
S3A» miOta tons made to hka by BCCI b 
still outsta ndin g , the bank cteknetf, Md 
that b to be repaid by him when tbe deal 
fevoMcg the eah ofhb stock k National 
Bank cf Georgia b concluded. Abadl lobf 
us that he bad fast met Lance k London 
toon altar Lance*! resignation, and bad 
there and then decided that Lance had the 


naoeasary credentials work for BCCL 

The mqjor shareholders * BCQ ere 
• «arwT Ihr greatest pokes of c 
It's said that s 


East raters own stakes k the 
dtbough there are tome that db- 
Weve frb. SCCT provided fw mou y 
with a complete let cf ka frarehohten on 
** that they were not be 

out wna mat aadcntaadkg we can 
coafrm frm the fag kemdes members cf 
the ruing famflbe of Abu Dhabi. Dubai 
-Sharjah, Bahrain, Sand! Arabia and Iran. 
Our diagram shows the unique structure 
M “ rrfd ‘"" 

One of BCCIte most promten* VGddk 
East shar e h older s bdm bated the 
ano nymi ty cf two holding compenba 
Jo^HoIdkg Company SA and BCC 
^ ^ ^Co yway Sa^A^ co mp a ny 

ever, need to be informed of anychanges 
fe the shardwidmf of tbe company. 

Bank cf America's frarchcldmg fed to 
24% when it decided net to take up some 
of the SlOreflfion rights feme *k 
December 1977. During tbe am m out h 
• BCCI Holdings issued capital notes far 
S20m2hflSL According to BCCI non 
'worth S2miSta were throueh 

- BCCTs as t orietc , Kuwait imereatiooal 
rmanoe Company (K1FCOX KIFCO Kh 
promfred two Kuwaiti baaed bmtment 
companies .with a view to selling the 
BCCI paper. One did. Tbs ocher was te- 
tcrested bat out of tepid (tends. As a 
remtit KIFCO lent the kveetacat com- 
pany SI mBUoa to buy tome of tbe BCCI 
paper with a repurchase agraaeaent to 
buy beck the paper k six mouths time. 
One of BCCr« Middle East shareholders 
took a substantial part of the OOmBfioo 
usue for hb own personal portfoGa 
The matt recant shareholder k BCCI 
k Dr Obrith Pharnon, a Saudi Arabian 
b u sk e mm a n whs. has been k tbe news 
recently far hb deal with Lancn. Item 
b a poeribb buyer or* Beak of America's 
rifra k BCCL tateed by ICQ at 
S 4 K7 ndta, at book value but at pre- 
sent be owns only 4 M 
Phanon trick, MkHb Earn ktaratts 
own 3£te of BCO. valued at 
S27J mttoo. The ramakkg 41% b krid 
by a Cayman bkadaregbtarad company 


ioc tSSSTtSf-JL!? gig 

*uc Overseas has die l ar g es t 


We can confirm that the list bdudes 
members of die rufing familie s of 
Abu Dbabi, Shnjah, B ahrain, 

Saudi Arabia and Iran. Many of them 
are men of untold wesltb. 
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shareholder: through AbedTs direction, v — — 

*oid° thrift M^p*lo > tcic “We are quite serious about wanting to 

create a foundation for charitable 
££ purposes; foundations are generally created 

ST 22 toSS^ri^taril for busJncss reasons, but ours Is genuine 

BCCI, of which 17 arc members of rufing 80(1 

families. Of the resuiung five, coc fa a n 

Kuwait-based company, tad the n at tf c^ 

{.fiddle East butfacaaroen, of whom 

Pharaoo is the mow prooBmeot fart wO operate fadrprn d cnt ly of each fi b ri ll a t io n of the Ideas that Abadl co»» 

IC1C Overseas, which owns 41% of erinr. from his management books, with a 

BCCI Hokfings, was set op fa April 1976 ICC Ts merchant banking activities fiash of eastern philosophy, hvi it is 

in rite Cayman Is la n d s . It now has assets are to be expanded, but slowly. Already AbedTs conc e p t of what be caSr "above 

of 822 mQtijoo. ICIC Ovcnras fa, in tarn, BCCI Finance International in Hong and below the Bne" that probably mattars 

wholly owned by ICIC Hokfings, which Kong has three branches, h has parrid- more to his shareholders. It boils down to 

was formed at the same rime. TV latter is patad in several EarofioDar financings. this: Abetfs dream is to create a t^nk 

a joint stock company, which Is In urn The subsidiary in Hoog Kong also bouses wkh assets of S4 bObon that wQ) crrle 

process of being turned into three several numbered accounts that accord- profits (that’s the abtm-the Ust bit) which 

separate companies: 35% of ICIC big to the report and accounts are. not . in turn will be paid into a foundation that 

Hokfings is cumerf by Bank of Cradb and audited. TV amount i nvolved is wfil dispense charity (that's btkm the 

Commerce Foundation with astern of S56 mfifion. The Credit and Fiaance Cor- *n*\ But who win the bentfidarfee V? 

$7.1 mfflioa, 35% by ICIC Staff Benefit porarioo, which fa wboBy owned by Abedi shied awey from that question, and 

TVu* with rimfiar assets of $7.7 mffioo, BCCI Hokfings SA, is another incrwhaat when pressed, said: "We arc quite serious 

and 30% by ICIC Busfacro and bank that wffl soon mart op erati o ns b the - about wanting to create a foundation for 

Promorions, with items of S6.6 nuffion. Cayman Islands. It was originally charitable purposes: foundations ire 

AO three companies are incorporated fa planned for the company to be registered generally created for business reas o ns , 

the Cayman I sla nds , BCC Foundation fa London. but ours is genuine and unique." And so, 

and the ICIC Staff Benefit Trust are both BCCI revolves around concepts. There at the end of it all, the purpose of the 

registered as trusts. ICIC Business is, for example, the BCCI management BCC Foundation remains a myttery. 

Promotions is formed by guarantee. Each system which fa actually rolled the - "There am certain values," said Abedi 

has four trusses sad • board of d ir ec to rs Concept That, fa turn, fa probably a qufady,' "to which wear* dedkatad.** O 
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London Bank Planning 


Takeover, 

By Rudolph A. Pyatt Jr. 

VasJuagiM Star Suff Writer 

A London-based bank is planning 
an eventual takeover of Financial 
General Bankshares Inc., on the as- 
sumption that a successful tender 
offer will be made for the Washing- 
ton bank holding company, lawyers 
for Financial General claim. 

The claim is contained in an affida- 
vit filed in U.S. District Court here 
yesterday by attorneys for Financial 
General. 

The affidavit was filed in conjunc- 
tion with a motion asking the court to 
compel giant Bank of America to 
turn over certain documents to 
Financial General. 

The bank holding company con- 
tends that the documents held by 
Bank of America are critical to 
Financial General's pending lawsuit 
in which it has accused several de- 
Tendants of an illegal takeover at- 
tempt. * 

- Among those - which. Financial 
General named as defendants in the 
suit jjt filed in February are Bank of 
Credit and Commerce International, 
a Luxembourg corporation with 
principal offices in London and con- 
trolled by Middle Eastern interests. 

BANK OF AMERICA, the coun- 
try’s biggest bank, owns a 16 percent 
interest in BCCI. At the end of last 
year Its interest in BCCI was slightly 
higher, at 24 percent. 

The motion seeks to have Bank of 
America return to Financial General 
certain documents which were 
turned over to the Washington 
company earlier this month in con- 
nection with depositions that were 
taken from two of Bank of America's 
officers in London. The documents 
purportedly contain damaging infor- 
mation about the operation and 
financial condition of BCCI. 

In court papers filed yesterday. 


FG Claims 1 

Financial General said that its attor- 
neys had agreed to a stipulation that 
Bank of America would provide 
copies of the original documents, in- 
cluding a credit examination report 
on BCCI. However, a Bank of 
America official refused to comply 
with the promise to produce the 
copies, according to the motion and 
affidavit filed by Financial General. 

THE MOTION ALSO asks that 
Bank of America be held in contempt 
and that it be made to pay Financial 
General costs and attorneys' fees in 
connection w ith the action . 

See BANKSHARES. 4-17 
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D/AlNI\3ri/AKX3 

Continued From A-H 

A Bank of Amenta official 
reached in San Francisco yesterday 
said: "We were awajc that the mo- 
tion would be filed and we will be fil- 
ing our own motion and responding to 
this.motion in the near future.'* 

In his affidavit. Douglas M. Kraus, 
an attorney for Financial General, 
says he was advised that Robert A 
Altman, a Washington attorney who 
represents BCCI. had written a letter 
•'threatening Bank of America with 
liability . . . if # (Bank of America) 
permitted public disclosure of the 
documents. Bank of America took 
the position that it would only return 
the-documents to FG if ordered to dn 
so by a United States court.” Krau> 
says in his affidavit. 

Altman was out of the city yester- 
day and could not be reached for 
comment. 

KRAUS MAINTAINS that although 
he did not have an opportunity to re- 
view the documents in question, an 
assocciate directed his attention to a 
two-page summary which allegedly 
shows that: 

• BCCI's loan loss*reservcs of ap- 
proximately S3 million -.were inade- 
quate and should be increased to $17 
million. 

• BCCI "had engaged in the practice 
of making substantial loans to who* 
the report termed 'insiders’ .'* 

• BCCI's real estate loan portfolio 
was unsatisfactory. 

- In addition, says Kraus, one of the 
documents contained a statement to 
the effect that Bank of America 
should have one of its officers 
present at BCCI "at all times.” In- 
deed. a Bank of America official 
testified in deposition that 3n officer 
has in fact, been installed at BCCI 
since late 1975. full time, and that his 
salary is reimbursed to BCCI by 
Bank of America, according to the 
Kraus affidavit. 

At another point. Kraus says that a 
review of the Bank of America docu- 
ments shows that BCCI or its subsidi- 
aries or affiliates have made sub- 
stantial loans to three of the four 
Middle Eastern defendants in the 
Financial General suit claiming a 
conspiracy to take it over. Moreover, 
according to'the Kraus affidavit, one 
of those defendants — Faisal Saud Al 
Fulaij — received a $5 million loan 
from a BCCI subsidiary to purchase 


his hares of Financial General 

FINANCIAL GENERAL'S ihJ™- 
holders "are entitled to know tha 
Bank of America — the largest bank- 
ing institution in the United Slates 
has concluded that BCCI is engaged 
in banking practices that fail to m®* 1 
Bunk of America's standar<U.andfl)t , 
which might be considered to be un- 
safe and unsound in comparison to 
prevailing American banking stand- 
ards.” the bank holding company 

contends in the affidavit. 

That contention — that sharehold- 
ers arc entitled to know more about 
groups who may gain control of the 
company — has been made repeat- 
edly by Financial General as it pro- 
I cceds at length to obtain depositions 
from principals named in the civil 
action that has dragged on for seven 
months. 

"Disclosure of this information is 
especially important, since the facts 
developed to date strongly suggest 
that BCCI will effectively control the 
operations of FG if the forthcoming 
lender offer by the Middle Eastern 
defendants is successful." insists 
Kraus. 

Middle Eastern defendants in the 
civil action have already served no- 
tice that a formal tender offer will be 
made for Financial General stock. 
That disclosure was mad*: following 
a consent agreement resulting from 
a Securities and Exchange Commis- 
sion action charging several defend- 
ants. including Bert Lance, BCCI and 
the Middle Eastern principals of vio- 
lating the Securities Act in 
ourchasina FG stock. 

COURT PAPERS filed yesterday 
disclosed for the first time that 
Financial General believes that the 
forthcoming tender offer for shares 
will be made by Credit and Com- 
merce American Investment. B.V.. a 
Netherlands corporation that is sup- 
posedly owned and controlled by 
Credit and Commerce American 
Holdings. N.V.. a Netherlands An- 
tilles corporation. 

Documents filed yesterday also 
claim that discovery actions show 
that Agha Hasan 'Abedi. BCCI's ; 
president, met with several advisers 
in London recently to discuss, among 
other things^ "who should become 
the president and chief executive 
officer of FG in the event that a ten- 
der offer is successful. Thus, it is 
apparent that BCCI would not only 
I manage the operations of FG but is 
I also actively engaged ... in select- 
ing the management team that would 
run FG if the tender offer succeeds.” 

Financial General argues that 
BCCI’s objections- to Bank of Ameri- 
ca's production of the documents in 
question “are nothing more than an 
improper attempt to interfere with 
FG s discovery rights”. 
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.-.The papers relating to this inquiry were -retrieved from the Prime Minister’s 
^ House .only in May, 1978.* In the foUowing month the Federal' Investigation 
^'Agency was directed to reopen the inquiry. The results are still awaited. The 
^^.ramifications of the deal are many excluding the question of the surcharge 
^je^osits ^an<rf the interest charges thereon. 

K’Tbc . Party*: Funds 

jtv ,.tn-.The main 'account of the PPP was maintained in the Habib Bank limited, 
r< Cantt. Branch, Kashmir Road, Rawalpindi. The account number is 22830. 

The account was maintained in the name of the Chairman PPP and was opera- 
. ted by Mr. Zulfikar Ali Bhutto himself. 

Annexure 249 is a signed statement by the Senior Manager of the concerned 
,, bank, ( which shows the month-wise amount available in this account from 1st 
July, 1976, to 6th July, 1977. The position for the calendar years 1976 and 
1977' emerges as follows : — 




Year 


Deposits 

Withdrawals 

1976 

• • 

. . . • 

. . 

18,95,401.54 

10,14,384.00 

1977 

• • 


•• 

59,66,525.75 

6,89.890.90 



Total 


78,61,927.29 

17,04,274.90 


A perusal of the account shows that hardly seven or eight withdrawals were 
made from the account during the two calendar years mentioned above. Among 
the major withdrawals are two made in, favour of Mr. Nasir Ali Rizvi, Secretary 
General, PPP. A sum of Rs. 2.00,000 was withdrawn in bis favour on Octo- 
ber 21, 1976 and another sum of Rs. 2,95,206 on January 28, 1977. Another 
major amount of Rs. 3,48,800 was withdrawn in favour of Mr. Hamid Jala! 
(Additional Secretary, Information) on 1st June, 1977. 

The only other significant withdrawal which was made during the period 
under review was Rs. 5.60.230 in favour of the Chairman, Evacuee Trust Board. 
It would appear that this amount related to the purchase of a plot on Lawrence 
Road. Lahore, for the purpose of constructing the party headquarters. 

According to the bank statement, the balance -in this account on January 
1, 1977 was Rs. 8.84,017. During the months of January and February, 1977, 
the balance steadily mounted up and reached a peak of Rs. 55,22,616/14 on 
February 1, 1977. Most of the money came by way of deposits of Rs. 1,000 
each from the applicants for the party' tickets for the National Assembly, and 
Rs. 500 each from those who were desirous of contesting for the Provincial 
Assembly on behalf or the PPP. This was a legitimate source of party funds 
but the most astonishing part'of the story is that the amount thus collected was 
never utilised for election purposes. As stated earlier, only seven or eight with- 
drawals were made from this account. The rest of the money i.e. about Rs. 54 





315 


lacs was' lying as fixed deposit- with -the bank.'-" Annexure 250 is one sheet ot 
the bank statement which shows a transfer of Rs. 51,44,000 to the fixed deposit 
account on February 14, 1977. 


• * ; #i •••/*• i:* *s . f •<, . - , 

The only possible inference can be that apart from the provincial party funds, 


Mr. Z. A. Bhutto relied mainly on tlie secret service funds, disbursed by Mr. Afzal 
Said Khan and his section officer, for election purposes. The ^.disbursement 
of the secret funds has been discussed earlier in this chapter. The payments 
made to the NWFP Chief Minister and other party leaders, for example, were 
from these funds. This was. of course, apart from the misuse of State resources 
like transport, media, telephones etc. 


The other large source of funds was the money brought in by Agha Hasa n 
Abdi. This was disbursed by Begum Bhutto as disclosed by Mr. Aizal Said 
Kiian and indirectly confirmed in the note (Annexure 17) of Mr. Rafi Raza 
of October 9, 1976. Part of this money may have been diverted to the provincial 
party funds. Contributions from industrialists and businessmen also were 
collected. 


To sum up. about two or three crores of rupees were brought in bv Agha 
Hasan Ahrfi- The diversion of Rs. 1.92 crores from the secret funds stands 
confirmed. The expenditure, judged by the Punjab figures, does not quite add 
up ;n the collections which are on the cards. There must be substantial balan- 
ces still floating around in cash or in hidden accounts. 

The other account which has been examined in .some detail seems to belong 
to the Punjab Provincial PPP which was operated by the Secretary to the Chief 
Minister. The account was maintained by the Allied Bank of Pakistan, WAPDA 
House Branch, Lahore. Eight sheets of the bank account can be seen at Annexure 
251 to 228. 

This bank statement covers the period January 21, 1977, to July 5, 1977 — 
the election campaign period and after. The statement opens with a cash deposit 
of Rs. 15 lac on June 21. 1977. There are only four subsequent accretions to 
this account as detailed below : — 



Amount 

Date 

Rs. 

58.500 (by transfer from S.B.A'C No. 1363) 

15-2-1977 

Rs. 

15.00.000 (cash) .. .. 

1 5-2-19*7 

Rs. 

14.95.000 (cash) 

26-2-197? 

Rs 

5.03,000 (by transfer l 

23-5-19"“ 


It will thus be seen that out of a total amount of Rs 50.53.500 
deported f including the i»»;»ini cash deposit of R- !;' lacs' in this 
account, all but a meagre airo-e..' of Ft.:. 5.5S.OOO was <j. posited in cn*h 
The total amount •.-.•.ilised during the crucial election per".! ~ ■ -5.5 .* ' 
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out of this account. The u sl 0I * persons who were given money out of this fund 
can be seen in the bank statement itself. Notable political persons were the 
Secretary General of the PPP, Shaikh Rashid, Dr. MubasW: Hasan, and more 
significantly, Rao Khurshid Ali Khan, who used to be identified as a PPP M rebel. ” 
3/hat takes the cake is that three Deputy -Commissioners of Multan, Dera Gbazi 
Khan, and Muzafiargarh have also been paid certain amounts. No better proof 
could be provided to show how the district administration became a tool of the 
ruling party. 

Similar party accounts must have been maintained at the other three pro- 
vincial headquarters. There are clues to other accountsnunds as well which are 
being identified and have yet to be investigated. 

PNA Funds 

How the PNA fought the general elections or raised the necessary funds 
is not the subject matter of this White Paper which is basically confined to the 
conduct of the general elections — a task shared by the ruling party and the 
Election Commission. Mr. Bhutto, however, did express his opinion on the 
source of the PNA funds. In fairness to him. this must be put on record. 

Addressing the joint session of the National Assembly and the Senate on 
April 28, 1977, he observed : 

- Is it a secret that in the past few months, foreign currency 
has flooded Pakistan ; so much of it has come that I can find no 
parallel for this influx. The rate of the dollar in Karachi, as a 
result, has gone down to seven rupees, to six rupees. The money Is 
being used to bribe people to do various things ; they are being 
bribed to go to jail, they are being bribed to give azaems (the 
Muslim call to prayer), many postmen, milkmen and meter-readers 

are being bribed to distribute anti-PPP literature. 

** Dollars have been dished about. My party mert:bers hove 

been bringing this to my notice. But I did not rush out to pro- 
test ” 

Another reference in the official papers to the dollar influx is to be found 
in the minutes of the daily meetings of the then Information Minister, Mr. Tahir 
Mohammad Khan, with media chiefs. The minutes of the meeting held on 
April 27, 1977, refer to a directive to the PPP to circulate a news-story that the 

dollar was selling at a cheaper rate at Quetta and Peshawar. The idea perhaps 

was to prepare the 2 round for Mr. Bhutto’s charge. The charge was levelled 
but Mr. Bhutto preferred to cite the Karachi market. 

In his cath-taking speech in the newly “ elected ” National Assembly on 
March 28 , 1977 , Mr. Bhutto, however, had spoken in a slightly different vein. 
In that speech he had said : 
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Jjjijl , : ii; :•! “ I shall.if provokediand if the oootcxt is relevant, quote chapter 

n'j yi,v <;.and yerso.how ibef. claimed In their, inner council that their strength, 
viotn i .iii .resources and. finances. name-. from far. beybnd the oceans.' • •< 


.'fed 71 ' 


Was t right for Ute Opposition .members to behave so urea-, 
ponsibly as to claim that they were boima to wm m the election because 
V.*<iq th«r resources' caine' from : far. beyond the frontiers of Pakistan?.. 

. . .'.I would not Eke io believe the claims made by the Opposition 
in this regard ; they seem to be frivolous, immature and irrespon- 
sible, because, as you know, our relations with all countries of the 


•I. 


world are excellent 


From the PPP platform in subsequent speeches the charge continued to 
reverberate that the PNA had received foreign assistance. The figure of Rs; 
25 crore was mentioned. It was even suggested that the Pakistan currency had 
disappeared from the Gulf market. If it did, it might have had something to 
do, apart from the doings of the PNA, with the travels of Agha Hasan Abd i, 
loaded as he used to be with bagfuls of money. ’ 

Mr. Bhutto, for his part, never quoted the promised M chapter and verse ” 
to stick the charge on the PNA. He never produced any other evidence while 
he remained in power, or afterwards. Although original letters are .being pro- 
duced before the Supreme Court by his lawyers, no documents pertaining to the 
foreign funds, allegedly received by the PNA, have so far come to light. 

The records retrieved from the Prime Minister's Secretariat do contain 
references to internal financing of the PNA. A source report (Annexure 259), 
sent by Rao Rashid to former Prime Minister vide bl< letter (Annexure 260) 
dated April 12, stated : 

' “Among these who have contributed large sums of money to 

the PNA fund in Lahore axe : Minno Shahzada, Nasim Sehgal, 

Fazal Din and Sons, Sheikh Salim Ali (of Din Taxis) 

“ The largest contribution to the PNA agitation fund is reported 
to have been made by the Gujranwala traders. . . .Among the several 
persons named was. one ‘Haji Black* whose nephew, Aziz Ansari 
(now in jail on charges of attempt to murder and other Offences) 
was politically most active. . . .He should not be released as long as 
the agitation continues 

“ The Income Tax Department, the Excise and Taxation De- 
partment, etc., may be asked to take care of these industrialists so that 
they be engaged elsewhere and cease taking interest in the agitation. 
The Commerce Ministry may also be asked to blacklist these persons 
Tor the time being and not to issue any import-export licences to 
them until the agitation ends, so that they may give more attention 
to their business problems and less to the political agitation.” 


238 
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In Some Arab States 
Helped in Plane Sales 


An Knvoy and a Saudi /Vide 
Had a Part in Ktjypt Deal; 
Firm Denies Any layoffs 


SEC vs. State Department 


By Jm*y Landavbr 

Stu// Wr|H*»#rr «/ Tlllt * AM.STNfcKT Joi-msai. 

WASHINGTON - In the lucrative Middle 
East aircraft market. Boeing Co.‘s domi- 
nance stands out like the Pyramids of Egypt 
•or so It seems at times to Boeing s chief 
competitors. 

For example: 

In the winter of 197$. executives of Mc- 
Donnell Douglas Corp. believed they had 
scored a business coup. McDonnell Douglas 
had just received a letter of Intent from 
Egyptair. the Egyptian government airline, 
to buy a fleet of six jetliners. Egyptair had 
even sent a small down payment. 

Yet the Egyptian government withheld 
approval for the big order. Within a month 
Egyptair rescinded the commitment to Mc- 
Donnell Douglas and switched the jetliner 
business to Boeing - after Boeing had swiftly 
mobilized a secret network of power brokers 
that few other American exporters can 
match. 

Such events have led to an almost-three- 
year investigation by the Securities and Ex- 
change Commission of Boemg‘s overseas 
commission payments. But the company 
stoutly denies that it paid any bribes to for 
eign government officials, and (he SEC 
hasn't produced evidence to contradict that 
contention. 

Keeping the Names Secret 

Meantime. Boeing has managed to keep 
the names of its Mideast supersalesmen 
from public view. This has been accom- 
plished with significant help from the State 
Department, which entered a court fight be- 
tween the SEC and Boeing to argue that dis- 
closure of Boeing s "highly placed" consul- 
tants abroad could harm U.S. foreign -policy 
interests. Nonetheless, through sources in 
and uut of government, it is possible to re- 
veal a glimpse of Boeing s well-connected 
allies in some Arab governments. 

To win the Egyptian order, for example. 
Boeing called up its biggest gun. He Is 
Mahdi Tajlr. ambassador to London and 
Parts from the United Arab Emirates: this 
is a federation of seven sheikdoms In the 
Persian Gulf that includes vastly wealthy 
Abu Dhabi. Ambassador Tajir is a fnend of 
the ruler of Abu Dhabi. Sheik Zayed bin Sul- 
tan al-Nayhan. who devotes part of his oil 
revenues to the cause of Arab solidarity. En 
couraged by the ambassador. Sheik Zayed 
agreed to advance Egypt up to $90 million, 
according to U S. government agencies. 
Thai sum was far more than enough to buv 


;j Next. James McDivitt. Boeing's vice 
• president for international sales In Beirut, 
called Kamal Adham into the fray. Mr. Ad- 
ham. who is related by marriage to the 
royal family of Saudi Arabia, then headed 
the Saudi foreign-intelligence service. He 
was the late King Faisal's designated con 
tact man with the U.S. Central Intelligence 
Agency. 

Millions In Commissions 

Mr. Adham is especially close to Presi- 
dent Anwar Sadat of Egypt, -a country that 
requires Saudi subsidies to keep going. Act- 
ing on Boeing's behalf. U.S. agencies say. 

Mr. Adham intervened at high levels of the 
Egyptian government to make sure that the 
sheik s money was used to buy Boeing 
planes. 

So Boeing was in -although at a price. 
Over the years, the company has paid many 
millions of dollars in commissions to Mr. 
Adham and to Ambassador Tajlr. the friend 
of the openhanded sheik . 

Boeing's executives believe, and have of- 
ten said, that the company has woo a major 
tty share of the world market for commer- 
cial aircraft by offering superior products 
and better service. Yet Boeing's Mkleast 
connections have also helped and not just In 
Egypt. 

Succor for the Syrians 

In 1974. the sheik of Abu Dhabi agreed to 
■ advance the government of Syria more than 
1 Sioo million to help the Syrians recover 
from losses sustained in the Yom Klppur 
war against Israel. 

The sheik's S100 million came as Syrian • 
Arab Airlines was deciding what kind of Jet- 
liners to acquire. Among the major competl-. 
tors were Boeing. McDonnell Douglas and 
Lockheed Corp. Lockheed was thought to 
have the Inside track. But. u In the 
Egypulr deal. Boeing again prevailed, 
mostly because none -of Boeing's competi- 
tors had equal access to Ambassador Tajlr s 
timely assistance or. through him. to Sheik 
Zayed's financing. 

First, the sheik s $100 million vu placed 
in an interest-bearing Swiss account for 
many months. Then It was used by the Syr- 
ian government to buy two Boeing special- 
! performance 747s plus three advanced 717s. 
Tbe loiertst on the sheik s mooey. M million 
, or more, flowed Into a secret account at 
Banque de Gesooo Fin ancle re in Zurich. It 
is believed that men wbo had steered Syria's 
business to Boeing shared in the proceeds. 

For some reasoo. though. Sheik Zayed 
became oghUlsud la late 117$. Ambassador 
Tajtr had imaged another huge advance 
from Abu Dhabi, (a extern of $101 million, to 
Klag Hussein of Jordan, tor the purchase of 
two Boeing 747s. Yet. even as tbe big jets 
were being assembled la Seattle. -the sheik 
balked Eventually, though, he heeded King 
Hussein s pleas and provided Jordan 00 
railboo. The remaining costs, more than 170 
mUhocL had to be financed by Jordan. In 
part wit* a credit from the U.S Kxpon-lm 
port BaaL 

Before the quadraphng of oil prices m 
Plra&r fhrt to Pop* O Colams f 
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Continued from Fmt Pagt 
bled Ambimdor Tjjir jo unzip iht iheik t 
bulpnj pur-sv. Borinff Middle East uln 
rtforu wert .Hied by other Midfast (loan 
cien Onf wis Roper Tamrai. a Harvard 
educated financial whit who formerly wu 
■ chairman of a Beirut subsidiary of Kidder 
Peabody 4 Co. 

Mr. Tamru earned large commissions 
from Boeing for assisting with Mideast air* 
craft Mies For eaam p, e. as chairman of 
the Kidder Peabody subsidiary, in 1972 he 
arranged the first significant commercial 
loans to Bgyptalr - SUkamllion to buy four 
Boeing 707s. \ i 

In late 1976. after inquiries by the SEC's 
enforcement division. Kidder Peabody In- 
vestigated suspicions that Mr.- Tamrai 
might have instructed 8oelng to funnel un- 
der-the-table payments to political personal- 
ities in the Middle East. Rut an Internal In- 
vestigation failed to turn up evidence of 
wrongdoing. iMr. Tamrai had resigned 
from Kidder Peabody in 1974.1 

Boeing also received unusual help from 
the U.S. embassy in Beirut in 1968 in a plv- ‘ 
otal sale that helped establish Boeings 
strong position in the swiftly growing Middle 

• * , ' asl market. On that occasion. Boeing was 
competing against British Aircraft Corp. for 
sales in Lebanon. At a critical point. Mr. 
McDivm was away pursuing aircraft deals 
in Turkey. So. diplomats report, the U.S. 

» jmbassy in Beirut made a commitment on 

• Bof,n ^ 5 fo pay two influential Leba* 

• " esf businessmen for persuading .Middle 
East Airlines to delay a purchase decision 
until Congress passed the then-pending Ex- 
port Expansion Act. 

Passage of that law. which loosened U S 
credit terms, enabled the Export-Import 
Bank to match Britain's favorable financing 
offer. Later. Boeing appointed the two Leba- 
nese businessmen as consultants and paid 
them probably SI million, according to one. 
U.b. diplomat in the Mideast. 

"Occasionally we seek and receive ad 
vice from U.S. embassy staffs in various 
parts of the world to help us market our 
products, a Boeing executive says, speak- 
ing generally*." But the support we receive i 
is no greater than would be extended to any I 
other American firm whose sales help the I 
nations balance-of-payments problems." 
Boeing also contends that the company's 
identification with questionable sales active 
ties abroad since the government began in- j 
vestigating "has been seriously overblown." 

» During the SECs long investigation of ! 
Boeing's overseas payments, the company j 
has quietly changed its Middle East sales ! 
arrangements. Now. for the first time. 
Hoeing isn't selling aircraft directly to the 
ultimate customer. Instead, it is selling 
planes to a distributorship. Overseas Inter- 
national Distributors <!«».; it was organized 
in Europe by Mr. MrDivitt. the former 
Hoeing vice president who helped engineer 
Egypiair s choice of Hoeing over McDonnell 
I Douglas in 197'. In essence. Mr. McDivm 
I buys the aircraft from Hoeing, after obtain- 
I mg orders for them in the Middle East. 


List Oct. 11. copies of purchase agree- 
ments show, the new firm bought two 73,s 
from Boeing. On the same day. it 
planes to Saudi Arabian Airlines Coro- ™ 
distributor has also purchased from Boeing, 
and immediately resold, a 747 equipped with 
elaborate custom made mienorsMor use oy 
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Hoeing issued press releases announcing 
those orders. Bui the announcements re- 
frained from saying that the aircraft were 
sold to Mr. McDiviu's distributorship for re- 
sale to Saudi Arabia. For example, the 
press release on the two 737s said only that ; 
-two more 737 twin jets have been ordered 
by Saudi Arabian Airlines (or delivery later 
this year." j 

•The SKI' and the Justice Department I 
are monitoring recently organised distribu- i 
torship arrangements such as Mr. McDiv- 
ill's. The purpose is to make sure that ex* | 
porters aren't setting up sham sales urgam- ! 
tattoos abroad to shield themselves against 
the tough-sounding but vaguely worded for- 
eign-bribery law enacted by Congress last 
December. Under that statute, an executive 
could be sent to jail if he is found guilty of ; 
knowing, or "having reason to know." that 
bribes were paid to promote his company’s 
foreign sales, i 

Mr. MrDivitt's Overseas International 
Distributors is registered in the Nether- 
lands, primarily for tax purposes, and oper 
ates from Geneva. It is backed by a group 
of non-Americans who clearly have influ- 
ence. Boeing says the company doesn't 
know who they are. and Mr. McDivitt won't 
I identify them. But Overseas International's 


impressive sales record certainly suggests, 
and high U.S. government officials believe, 
that he is working with at least some of the I 
supersalesmen who helped Boeing in the 
past. 

Tbe Battle Over Confidentiality 

Boeing contends that the names of these 
operatives constitute highly sensitive pro- 
prietary information, and the company has 
been battling with the SBC for nearly three 
years to protect this information against 
competitors. 

All along, too. Boeing has consistently as- 
serted that the S70 million it paid in sales 
commissions, on gross foreign orders of &.S 
billion from 1970 to I97S. was legitimate. 
"We are one of the very few firms which 
has contended it hasn't ‘made any illegal 
overseas payments.'* Boeing has said. "We 
refuse to concede that any of our commis- 
sion payments were illegal." 

The State Department also wants tu 
avoid publlciaing details of Boeing’s sales 
activities because identifying the company's 
network of overseas agents, the department 
says, "could reasonably be expected to 
cause damage to the foreign relations of the 
United States." 

Late last year, the department impor- 
tuned a federal court of appeals to seal a list 
of 13 "highly placed" Boeing consultants, 
The department contended that some names 
listed in response to an SEC subpoena "arc 
those of officials of foreign governments or 
of persons closely associated with them." 
(Boeing acknowledges that it paid fees to 
employes of foreign governments in several 
instances; these don’t constitute payoffs, the 
company asserts, because the employes 
weren’t in position to influence aircraft pur- 
chases. i 

Publicising the names of Boeing’s consul- 
tants before proof of any wrongdoing would 
be unfair and "should be avoided for for 
eign-poticy reasons." the State Department, 
urged, and the appeals court upheld that 
position. 

Hut further court conflicts could lie 
ahead. Though the SEC’s long inquiry hasn t 
uncovered solid evidence to support suspi 
cions ol bribery, the commission staff has 
indicated that some court action affecting 
Boeing sales practices is possible. The ram 
pany says it hopes to settle any SE<* suit 
j without lengthy litigation. 
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INFORMATION STATEMENT 
OF 

KAMAL ADHAM 


Business Address: P.O. Bos 11 SO 

Jeddah, Saudi Arabia 

Citisenship: Saudi Arabia 


poaifcion(s) and/or office(s) currently held (or to be held) 
with CCAH and/or CCAZ: None 


Total number of shares of Common Stock of CCAH which are 
now (or it is contemplated will be) owned , beneficially and 
of record : 


19,020 shares (19.02*)* 


* Certain oil these shares are subject to an agreement, 
dated July 25, 1910, among Messrs. Adham, Fulalj, and 
Symington, a copy of which is attached as Eshibit ■ to 
Annas A (the •Symington Agreement*). 
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Allied Arab Bank Limited 

Cumrd House 
68 UedenhalJ Street 
London EC3A 30R 
Telephone 01-283 911 1 
Telex 886959 

Telegraph Arabai London EC3 


Our ref:- FX/FF 19th June, 1978 

H. £. Sheikh Kamal Adhaxn, 

77, Eaton Square, 

London, S.W.l. 

Your Excellency, 


We are pleased to confirm the following balances as at 
19th June, 1978 of amounts placed with us by you on call 


on call presently at 6 3/4% per annum 
(Statement attached) 

fixed from 5.12.77 to 5.12.78 at 

6 7/8% per annum 

fixed from 12.4.78 to 12.4.79 
at 7 3/8% per annum. 

fixed from 1.6.78 to 1.6.79 at 

7 3/4% per annum. 

May we take this apportunity to assure you of our very best 
attention at all times. 


and. on fixed terms: 

1. US$514,680.29 

2. US$1,000,000 

3. US$5,000,000 

4. US$3,000,000 


Yours faithfully, 

For Allied Arab Bank Limited. 




Registered m London No 48S604 
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Allied Arab Bank Limited 

3ramte House 
37»*01 Cjnncn Street 
'.sneon £C«N =A0 
'■’eieonor.e 01-233 31 : 5- 
Teie* 3812AC1 3313*02 
■’eie^rama Aracai Loncon EC- 


3 ! so October , 


TO WHOM IT MAY C0NCZ?.N 


We hereby confirm oh a t ohe following balances 
were held as ac 3Coh April, i960 ir. ohis 3ank in ohe 
name of X. I. Sheikh Kama! Adrian: 


r JS Dollar 


Current 


account 


33.- 


US Dollar Cail Deposit account S 2,51 ! ,0! 5. 7: 


r JS Dollar rixed Deposit 
DM 7 Days Notice Deposit 


5 1 3 , CCO , DCO . - 
DM 3 1 3 , 6 i - . 15 


tor 


AAA 3 BANK LIMITED 



*eeteie*ea ,n i^iina no. *<9SCa **gut#r»o Office it ioev«. 



Allied Arab Bank Limited 


Qrtftht Houm 
•7-101 Cannon HM 
London IC4M IA0 
Ttkphona 01*003 0111 
ToIm 0013401 0013402 
Totoproph Aiobol London 164 


Mad April • 1001 


Br. Bobort Altana 
Clifford A Barak# 

•IS Coaa#ctleut Avoaao 
taablagtoa D.C. 90000 
U.S.A. 


B#ar Sir, 

V# aadbrotaad that y ou r#qalr# a baak r#f#r#ae# for 
Bio Bzeolloaey Sbolkb Kaaal Adbaa aad It gives ao groat 
ploaoaro to advlao joa that vo bare bad doallago vltk 
tklo goatloaaa for oeveral year# aad kavt found tbla 
rolatloaablp to bo entirely aatlaf aetory . 

Bla Bseelleaey Sbolkb Baaal Adbaa la oao of tbo aoat 
proalaoat eltlaoao of Saadi Arabia aad bo la highly 
rogardod la baalaooa aad flaaaelal circle#. Bo baa 
aabataatlal flaaaelal roaoareoa at kla dlapoaal 
laeladlag laveetaeato la roal oetato, baaklag aad 
tradlag aad ladaatrlal actlrltloa la Saadi Arabia 
aad abroad. 

Bo is known. to have tko capacity to aake aabataatlal 
flBaaolal eoaaltaoata aad eajoya tko ropatatloa of 
aoetlag aaok eoaaltaoata. 


117 . 



in London Na4S0SO4 
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BARCLAYS BANK LIMITED 

vies* cilajsmax 54 LOMBARD STREET 

LONDON. EC3P 3AH 

22nd April 1981 


Mr. Robert Altman, 
Clifford & Warnke, 

815 Connecticut Avenue, 
WASHINGTON D.C. 20006, 
U.S.A. 


Dear Sir, 


We understand that you require a bank reference for His 
Excellency Sheikh Kamal Adham. 

V. T c are pleased to advise you that H.E. Sheikh Kamal Adhain 
is one of the most prominent citizens in Saudi Arabia. He is highly 
regarded and enjoys a first class reputation in business and financial 
circles. 


Sheikh Kamal has important financial resources at his disposal 
and possesses very substantial investments in Saudi Arabia and abroad, 
in real estate, banking, and in trading and industrial companies. 
There is no doubt that he has the capacity to make substantial financial 
commitments. 


Yours faithfully, 



J.P.G. WATHEN 
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Comptroller of the Currency 
Administrator of National Banks 
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Washington. D. C 20219 
March 12 , 1981 


Board of Governors of the 
Federal Reserve System 
Washington, D.C. 20551 


Dear Board Members: 

This Is in response to a letter of November 28, 1980, from the Federal Reserve 
Bank of Richmond requesting the views and recommendation of this Office on the 
application nf and, Pnmmprng Amp r lean Mnl Hinge £ N.V., Netherlands 

Antilles, and Credit and Commerce American Investment, B.V., Netherlands, for 
prior approval to become bank holding companies. Holding company status would 
be achieved through the acquisition of up to 100 percent of the regular common 
stock of Financial General Bankshares, Inc., Washington, D.C., a registered 
bank holding company incorporated in the Commonwealth of Virginia. 

Our analysis of this matter has focused principally upon information contained 
in the application, the confidential supplement to the application and facts 
gathered as a result of our direct supervisory authority over seven of 
Financial General's subsidiary banks. In addition, on December 11, 1980, a 
meeting was held, at their request, with counsel representing the proposed 
investors group. That meeting provided useful clarification of the group's 
post-acquisition plans regarding Financial General. 

The current application is an update and resubmission of a similar application 
filed with the Federal Reserve Bank of Richmond in October, 1978. In a letter 
dated December 26, 1976, in response to a request for comment, this Office 
advised the Board that additional information considered pertinent to the 
application was required before an informed recommendation could be made. 

Since the current proposed transaction involves the same principal investors, 
our prior concerns continue to be relevant. The status of the five major 
items listed in our December, 1978 letter, (a copy of which is attached) is 
discussed below in light of the information submitted with the Federal Reserve 
Bank of Richmond's November 28, 1980, request and other information available 
to this Office as a result of its supervisory responsibilities: 

(1) Detailed biographical and business experience background information 
on the proposed new senior management of Financial General was not 
submitted in either application. At the December 11, 1980 meeting, 
counsel for the investors group acknowledged the importance of strong 
management. They indicated that, prior to final Board action on this 
application, the candidate selected to become the chief executive 
officer of Financial General by the representatives of the investors 
group would be submitted to the Board for consideration. They also 

r\' f M * s 
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indicated that the investors group would be prepared to submit to the 
Board a comprehensive operating plan for Financial General and would 
be willing to discuss with the agencies those plans in relation to 
the holding company system's future operations. Satisfactory 
accomplishment of these commitments will minimize uncertainty and 
concern regarding the future direction of Financial General under the 
proposed new ownership. 

(2) The October, 1978, application did not provide complete information 
on the sources of the funds needed for the acquisition. Additional 
detail was included in the current application, especially with 
respect to the actual amount of personal funds that will be 
contributed toward the acquisition by each investor. We have been 
informed by counsel that none of the investors are borrowing to 
finance their respective equity contributions. Although a definite 
loan commitment has not yet been obtained for funding the residual 
balance of the total acquisition cost, we were informed by counsel 
that negotiations were proceeding toward obtaining the necessary 
financing. Before taking final action on this application, the Board 
may wish to obtain all pertinent facts regarding the funding 
arrangements for the loan. Particular attention should be given to 
terms, backgrounds of the lender and broker, if such services are 
utilized, and any relationship the lender or broker may have with 
members of the investing group. The overall financial strength of 
the investors and the potential earning capacity of the Financial 
General organization do not suggest that there will be significant 
problems with the arrangement of a viable financing package. 

In this connection, we note that in the October, 1978, application a 
relationship between the investors group and the Bank of Credit and 
Commerce International (BCCI) was outlined. Members of the proposed 
investors group for Credit and Commerce American Holdings, N.V., and 
Credit and Commerce American Investment, B.V., also hold an interest 
in BCCI. It has now been represented to us that BCCI will have no 
involvement with the management and other affairs of Financial 
General nor will BCCI be involved in the financing arrangements, if 
any are required, regarding this proposal. This commitment is 
critical, both now and in the future, since such a relationship with 
another financial institution would be a significant factor in 
appraising this application. This is especially important in light 
of the overlapping ownership which will exist between Credit and 
Commerce American Holdings, N.V., Credit and Commerce American 
Investment, B.V., and BCCI. Moreover, any enhanced direct or 
indirect affiliation or relationship between BCCI and Financial 
General would take on even greater significance in light of the fact 
that BCCI is not subject to regulation and supervision on a 
consolidated basis by a single bank supervisory authority. 

(3) Our December, 1978, letter expressed concern regarding the possible 
need for an additional injection of equity capital into several of 
the banks within the Financial General system. Responding to that 
concern, applicants have provided for an equity capital increase of 
$12 million at the consummation of the acquisition and have indicated 
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their commitment to inject additional capital funds as needed. This 
injection, and adherence to the capital plan submitted by applicants, 
should be sufficient to preserve adequate equity capital positions in 
the nationally-chartered subsidiary banks. 

(4) The original application provided no financial information regarding 
the investors. Since the applicants are new entities formed solely 
to facilitate this acquisition, the financial ability of the meofcers 
of the investing group was and remains extremely important, tfhile 
detailed balance sheets and income statements, most of which were 
certified by public accountants, were provided in the confidential 
portion of the current application on all the private citizen and 
corporate investors, conventional financial data has not been made 
available on certain of the investors. Applicants assert that the 
data is unavailable due to local custom and practice. In response to 
the agencies* concerns, however, the applicants have provided 
estimates of these investors' personal net worths, which appear 
adequate. 

Our additional request concerning information regarding the 
identities of proposed minority investors was adequately answered by 
the submission of detailed biographical information on each proposed 
investor associated with the group. 

(5) Analysis of the October, 1978, application did not indicate whether 
the investors would receive remuneration in forms other than common 
stock ownership, such as management fees or commissions. It has 
since been represented that the investors will receive nothing other 
than common stock in return for their equity contributions to the 
applicants. : 

Accordingly, assuming that the Investors group's proposed new chief executive 
officer and operating plans for Financial General are satisfactory to the 
Board and that the Board is satisfied that the financial strength of those 
Investors whose financial disclosures are less than conventional is 
satisfactory, the concerns we expressed in our December, 1978, letter have 
been addressee 

Very truly yours, . 

C. F. 'Muckenfuss/ ill 

Senior Deputy Comptroller for Policy 


a Vi-M 
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Bank of Credit and Commerce International 

StM'IKTE ANONYMK 

NEW YORK REPRESENTATIVE Off iCE 375 Park avenue NEW YORK NY 1015? 


KKE/gsl 

Hr. Rental Shoaib October 14, 1982 

Central Planning Division 
BCCI London 

Dear Mr. Shoaib, 

RE: MONTHLY PERFORMANCE REPORT FOR THE MONTH OF SEPT 1982 

Enclosed is the report of certain activities of the Representative 
Office for September 1982. 

Notable exceptions not included in the report are as follows 

1. Attending the IMF Conference held in Toronto. 

2. Advising First American Bank in the acquistion of space for 
their New York Bank. 

3. Arranging for the interview of Mr. Abedi with Mr. David 
Mizrahi of the Middle East Report for articles to appear 
in the World Rress 'and Institutional Investor in October. 



Enclosures . 


OC 
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Bank of Credit and Commerce International 

SOCIETE ANONYMC 

NEW YORK REPRESENTATIVE OffCE 375 Park avenue NEW YORK NY 10157 


KKE/gsl 

tic. Swaleh Naqvi December 13, 1982 

C S 0 

BCCI London 
Dear tic. Naqvi, 

Re: First American Bank New York 

A meeting was held between tic. Feghali, myself and tic. Robert Altman 
in New York office on December 10th at which the following subjects 
were covered. 

1) Sublet ing of space 350 Park Avenue. 

2) Renovation of space and possible acquisition of furniture 
from Manufacturers Hanover. 

3) Selection of Board Directors. 

4) Recruitement of Key Staff . 

5) Selection of Auditors. 

6) Selections of Lawyers. 

7) Selection of Data Processing Equiptment . 

8) Compensation package including fringe benefits. 

9) Projections for first years operations. 

10) Coordination with Holding Company and Share Holders. 

Ihis is for your information. 




DC 
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Bank of Credit and Commerce International 

socttrrc ANONYME 

new YORK REPRESENTATIVE OFFICE 375 PARK AVENUE NEW yORk NV 10152 


KKE/gsl 

Mr. Swaleh Naqvi December 23, 1982 

cso 

Bank of Qredit & Gomnerce Inti 
London 

Dear Mr. Naqvi, . 

Re: Board of Directors, First American Bank of New Ybrk 

I an enclosing for you the particulars of an individual who I've 
knom for the last four or five years and who I consider to 
be eminently suitable to be a member of the Board of Directors 
of the First American Bank of New York. 

Mr. Richard M. Paget is President of a very prestigious management 
consulting firm. He is on the Board of a number of companies 
including the Washington Post, ty relationship with him are 
fairly close and I feel we could not only use his name but 
also his contacts which are at very high levels. Mr. Paget is 
69 years old. Recently he has also been awarded the U.S. 

Navy Civilian Service Metal and has agreed to become Chairman 
of the American FT lends of the Australian National Gallery 
Foundation. 






Enclosures : 
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iOOtEAOENHALLSTR€ETtoH6o5ric3A3AO Oate September 27, 1985 


to The Manager 
BCCI 

Los Angeles Agency 


It has been agreed to transfer the House Loan Account of Mr K.i^f Ellyfy - 
from BCCI Luxembourg to BCCI Los Angeles Agency. You are requested 
to open a new House -Loan Account in the above name and remit 
US$292 ,037. 51* value date 30th September 1985, to BCCI Luxembourg 
for the credit of account no • x 10027 ^ I House Loan Account of 
Mr K.K. Elley). 

The details of this loan will be forwarded to you shortly. This 
transaction has the approval of Mr Kemal Shoalb. 

Regards, 



from Central Office Division 


SUBJECT MR K.K. ELLEY - HOUSE LOAN ACCOUNT 


DC 010699 
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fbl&MERICAN 

**sr Mtgmcm town o$ t*m von 

KHUSMO kaaamat cllcv 
£«*C wt«v* Vie* Pr*tiO*nt 



January 31, 1989 


Mr. Saeed Siddiqui 
General Manager 
Bank of Credit & Commerce 
International 
SOI West 6th Street 
Los Angeles, CA 90014 

R»> Loan P.viwnt-F.bru.rv 

Dear Mr* Siddiqui: 

Enclosed please find my check (no. 604) in the amount, of, 
43-, 000 (Three Thousand Dollars), representing payment of 
interest and principal (account #'s 163, 174 and 183) on the 
mortgage of my house at One Scarsdale Farm Road, Scarsdale. New 
York. 

Thank you. 


Khusro K. El ley 

/ 

KKE x pc 
Enel. 


S erely. 



3*0 Pam A m at • NavV»m.N.v. lOOtt-OOO* • (tie TlMlfi 


DC 010834 
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T»finutes of U.S. Marketing Meeting 
Held on April 2tt. 1985 in New York 


The following attended: 


1. Mr. Aijaz Afridi 

2. Mr. Tariq Jamil 

3. Mr. Khusro Karamat Elley 

4. Mr. Amjad Awan 

5. Mr. Raja Allahdad 

6. Mr. Dilip Munshi 

7. Mr. Shafiqur Rehman Khan 

8. Mr. Sultan Mohiuddin 

9. Mr. Musarrat Rizvi 

10. Mr. Hasan Parvez 


Mr. Louis Saubolle, Mr. S.M. Shafi and Mr. Sani Ahmed could not attend, the 
meeting because of their other engagements. 


Matters Discussed 


Purpose of the Meeting 


4 


Mr. Aijaz Afridi opened the meeting and emphasized J I 
that the purpose of the meeting was to coordinate JjJn 
the efforts of different locations of BCC and other JW 
institutions so that the President's desire to have \J r 
a totality in approach is achieved. It is a great V 
challenge that the Croup faces in the present and 
future U.S. operations and this is only by the 
joint efforts and coordination that we could be 
able to successfully meet this challenge. 


Mr. Tariq Jamil described it as very timely meeting 
J and he mentioned of our obligation to succeed f| 

f and that it is only possibTelLil's gone collectively. ^ I 
*1 Mr. Shafiqur Rehman described this first meeting 
. as th e initiation of our efforts to move into_tne 
ll future oi bn in U.S .A^ln a calc ulated anq 
II planned way witn the uniformity of approach and 
• totality in operatio nal opjeciives ". It iS in totality 
in operations that success lies and an individual 
or an entity operating in isolation can never grow. 

The future objectives and greater interests are 
more important than the present achievements 
which would have been possible by our individual 
or isolated approaches. It is through the meetings 
of this nature that the information will flow, assistance 
will be provided and the collective view on the 
U.S. operations will be presented to the C.S.O. 
so that it may assist them in carving out the 
policies on growth, expansion, credits and 
personnel matters. 
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Mr. Aijaz Afridi opened the discussion on marketing 
by referring to the concept of clear perception 
and clean instinct and defined clear perception 
as, "Capacity for comprehension, building a mental 
picture and then trying this to clear instinct - 
which is feeling all enveloped by the grand vision 
of what BCC shall be". He said that our major 
task In the U.S. should be to build market share. 
BCC had been a success in Third World and now 
we are embarked on establishing an equally 
successful business in the most competitive 
country in the world. He requested the members 
to work together to overwhelm the U.S. market 
and act in a unified manner and be supportive 
to each other. 

Mr. Tariq Jamil described the U.S. market as 
information driven and information prone. There 
is a need to update our knowledge of marketing 
and be fully informed as to the needs of the 
customer. Historically we have not made 
calculated approach to the local indigenous 
market and have kept depending on the traditional 
sources of funds. The banking industry is 
undergoing tremendous changes and this is in 
the fold of this change that the success rests. 

The change always creates opportunities. 

Mr. Sakhia advised that we should concentrate 
on increasing the customers deposit base. As 
our operations are new and we are trying to build 
up a bridge between BCC and the prospective 
market in South America and Caribbean, it is 
imperative that the customer should be introduced 
to BCC by every possible effort even if at times 
we have to attract them by offering better than 
market rate of interest. Once the relationship 
are developed the required adjustments in the 
composition of such deposits could be made. He 
mentioned that our greatest asset are the people. 

He suggested that we should set up a coordination 
desk at every center so that the information is 
passed on to each other on clients and business 
whenever there is a movement of these two factors 
from one place to another. 
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of Georgia 


To update each member of the operations of different 
units it was agreed to discuss briefly the size and 
volume of each location's business. Mr. Tariq Jamil 
presented the following report on NBC: (As on 
31/12/64) 


Deposits - 
Assets 
Profits 
Advances - 


996 Million 
1303 Million 
10. 4 Million 
742 Million 


Nature of Business 


A. Retail and Consumer. 

B. Mid-Size Market (Commercial) Profitable and 
Relationship Oriented. 

C. Trustee Business. 

D. Bankers to Government Agencies. 

E. Small to Mid-Size Corporate Sector. 

F. Wholesale banking division established to 
address large corporate sector. 

To increase the profitability by growth the following 
actions have been taken: 

A. Expansion - obtaining charter. 

B. Added more people to marketing. 

C. Decentralizing marketing. 

D. Expenses control 

He mentioned that consumer business is more 
profitable than commercial business. 


Mr. Allahdad mentioned that it is difficult to operate 
on the same lines as NBC has been doing because 
of the difference in operational situation and credit 
policies for 5CC Canada and that of NBC. BCC 
Canada cannot enter into: 

A. Consumer Leans 

B. Commercial Loans 

C. Credit Card Operations 
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He was not also happy with the capability of BCC 
computer facilities to meet the needs of the consumer 
in the local market place. He mentioned that till 
1981, BCC had no acceptability in the local market 
and the situation has changed totally now and their 
'CD's have an excellent listing. Their customer 
deposits are around $200 million, out of which 551 
are corporate funds and 45} from the retail sector. 
The loan portfolio is around $90 million. Mr. Tariq 
Jamil discussed with him the possibilities of custome r 
1 CD' s for sm aller amounts on the lines of H&ti and 
, requested Mr. Raja to explore the probability in 
• the jUliLr e. Mr. ATTahdad mentioned that the reason 
. of low profitability is lesser thrust in the consumer 
market as compared to more resourceful banks and 
mainly depending on corporate sector that offers 
very thin margins on the deals and deposits. In 
the interest of profitability the capitalisation costs 
have been kept very low that are negating the efforts 
to expand. 


New York Agency Mr. Rehman aprised the members of the present 

situation of the Agency and the process through 
which it has passed during the last one year. 

Because of its inability to open customer deposit 
^ accounts much could not be done in this sector ar.d 

most of the time Was consumed in setting up the 
office and systems so that it could be ready to 
accommodate all business that has to come. 

In march, 1985 after the passage of New York State 
Omnibus Banking Bill the Agency has been authorized 
to accept all kinds of non-resident/non U.S. citizen 
deposits of all denominations. The initial work has 
been completed on the printing of account opening 
forms etc..., and after the concentrated marketing 
efforts positive results as expected. On the business 
side there has been an increase at an accelerated 
pace and the take off situation is very near. The 
New York Agency is fully automated and is member 
of S.W.I.F.T. and associate member of New York 
Clearing House. It has the operational capability 
to handle all kinds and volume of international 
business. 
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Miami Mr. Sakhia informed that the Miami Agency stands 

in third position among the foreign agencies in 
Miami. The Caribbean Region has contributed 
13. S % to the growth of total deposits to the Croup 
during 1984. BCC has all the acceptance of the 
local financial community. Mr. Sakhia sugested 
that they should have a joint approach in handling 
the U.S. business and that a consolidated and 
unified presentation should be made to C.S.O. 
to understand our operational problems and that 
a coordination team should be formed to collect 
information on the movement of the existing clients 
and the prospective clients. 

Latin American Region Mr. Musarrat Rizvi informed that their region 

has generated 200 Million dollars of deposits out 
of which 80 Million dollars has been placed in 
other BCC units. The projected figure for 1985 
is 800 Million dollars out of which 150 Million are 
expected to be placed with other offices of BCC 
during 1985. Their operation in Peru and Argentina 
wilt start this year and it is expected that the 
Latin American Region will give a profit of 10 
Million in 1985. He assured that every possible 
effort will be done to assist all the centers in their 
growth. 


San Francisco Because of the nature of operations San Francisco 

Agency had mainly been catering for the Chinese 
businesses. Mr. Mohiuddin recently traveled in 
the Middle East and was successful in generating 
substantial amounts of deposits that has been 
placed with the Agency. He was confident that 
all efforts will continue to increase the si 2 e and 
effectiveness of their office. 


Los Angeles Mr. Munshi informed that his market is predominantly 

the ethnic community for retail deposits. Like 
San Francisco they have to depend on deposits 
from Hong Kong. Canada and Middle East. He 
had poor response from most American companies 
that mainly deal with other U.S. Banks and he 
consequently concentrated on inter-bank money 
market. He was of the opinion that in the interest 
of profitability the loan portfolio is to be increased. 

In order to have an entry in High networth 
Individuals sector, they are plannfng to open an 
office in Beverlyhills very shortly. 


r *v 
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Mr. Elley gave a background of the history of FAB 
Croup, expecially New York, describing the role 
of the investors and how the emphasis was on 
developing New York. He described that in 
addition to providing a range of full services from 
New York, the main focus would be on creating a 
powerful International Division and very strong 
Money Market and F.X. Operations, since these 
are two areas which had not been available in the 
FAB Croup. He reported that the Bank in New York 
was fully opera toinal and offerred in the International 
Area, Correspondent Banking Services, Trade Finance 
and Private Banking. Additionally, they were doing 
Domestic Banking through a network of Branches, 
which were engaged in all the retail services from 
Mortgages to Auto Loans. A corporate Division 
looked after the Middle Market and the larger 
companies, while the Treasury area was now very 
active in Money Market and Foreign Exchange 
Markets. FABNY is also a member of CHIPS and 
SWIFT, and had started handling the accounts of 
a number of BCC Branches. 

Partly as a result of a number of acquisitions made 
in the previous year, the Bank has now achieved 
a size of $800 million in assets and has a capital of 
$100 million. It was expected that by the end of 
1985, Assets would reach $1 billion in New York. 

They were presently facing the following problems: 

1. New York City overheads were high and 
the dilemma was how to be in profit from 
year one. 

2. Because of its acquisition programme, 
the Bank was currently a combination 

of 3 Banks, and a lot of Management time 
was being spent to form them into one 
Bank. 

3. Sophisticated automation and systems had 
been put in place. This initially created 
teething problems, which are now almost 
resolved, but they had nevertheless taken 
up considerable time. 

H. They were having to work very hard in 
creating a joint personality of the Senior 
Management. 


C C00CC55 
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Washington Representative 
Office 


Conclusion 


,he n —t.ion Of Mr. Jamil on the aspir ation of 
■ r.t yw. Mr Fil ey explained different outlets endaLto 
gore e3*^?iTK~Mr7~Jamil that ne woulo w l resear ch 
-H .u. pro c e ssing o l La sli Letters oi savings^ 

Coans Associations, LhViilf an** Credi t th«t 

h5s be en ignore d by money center banks. 

Mr. Amjad Awan was requested to provide the timely 
information on domestic and international deals. . 

Mr. Jamil described Washington as a s* 81 °J. decision 
making on major policies on trade and banking 
bSsinfss. Mr. Awan assured that they are gearing 
op to meet the increasing requirements and expectations 
of assistance of BCC Croup. 

Mr Elley concluded that in America we are sitting 

7 H l?hon° dol la f a»eti >,.0 this i s lusTthe begmnin g. 

There is much to do ano msp .te o. 
operations^ a s diMerent'aqenc.es and bg.nRs wyhave 
nr7i^rT7 nmmnn denominator. The U.S. Teag_yg> 
should play an imporatnt role in loenmying tne 
products in the market and also to improve the 
resources and also set up an overall direction. 

Mr. Sakhia expressed that it is a "uniques **P* rie "«" 
the U.S. operations have been started by a tMm 
of younger and energetic individuals. He suggested 
that these meetings should be a c ° nt !" u '"9 1 ? ™ C * * h 
and while we meet next time we should come up with 
recommendations and proposals on what we could 
do for each other. 

It was agreed by consensus that instead of isolated 
approaches to C.S.O. to present our Problems a 
joint approach should be made that would give a 
clear prospective on the needs and requirements 
in the U.S. market.. 

The participants unanimously agreed to ' 

Mr. Shafiqur Rehman Khan as coordinator of these 
meetings. The next venue of the meeting was 
decided to be in Miami on June 1. and *P* c,f,c * 
for the Agenda to be advised to Mr. Shafiqur Rehman 

for circulation. 
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TOJXNo Mil 5/4/86 f** 


TEST No. 
AMOUNT 


To: NR. ROBERT ALTMAN 
PRES1DBVT 

FIRST AMERICAN CORPORATION 
WASHINGTON, D.C. 


VALUE 


FROM: A.R. SAKHIA 


IT IS MV PLEASURE TO INBORN BUU THAT BCC BOCA RATON 
HASSARRANwliD FOR FIRST AMERICAN NEW YORK A CUBTOMEF 
DEPOSIT OF US$ 4.200,000 FOR 0 MONTHS AT BL1GHCLY 
PELOW MARKET RATES. THIS IS IN ADDITION TO DEPOSIT 
OF CiiNl LL5OHLI0N ARRANGED EARLIER. 

Wi: HOPE wr. WILL HAVE MANY MORE FRUITFUL RbLATIONSHIPS . 





REGARDS. 

\\\./ - :• 

•AVI*. .^SAKHIA 



CC: KENAL 


FROM 

BANCAECOM MIAMI 


NOT TO EE TRANSMITTED 


Awlttormo S«n«tu'« 


AulftorOM S^naiurt Dtot 


charges recovered from client ves/no 

DEBIT 


0C::85; 
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Third meeting of the America* Coordinating Committee of Bank of 
Credit and Commerce International was held at New York on July 22, 

198S, Following were present: 


. $. M. SHAFT 
AIJAZ AFR1DI 
AMO AD AWAN 
FEROZ DEAN 


- CHAIRMAN 

- (DIR.) 


T. JAMIL 
SHAFIQUR RAHMAN 
ABDUR R. SAKHIA 
ANIS ZULEVI 


Mr. Sanl Ahmad, Mr. K. Kelley, Mr. A. D. Raja, Mr. Soubole could 
not attend and were excused. 

It was discussed that If permanent members could not attend 
an Alternate member must attend. Meetings of this committee are 
going to play an important role and this committee Is In the long 
run will be the managing Committee of Americas. 

Minutes of the last meeting were discussed. Typing errors 
pointed out to be corrected and minutes were adopted. 

Points arising from the previous meeting were raised. 

1. Names of Officers handling Latin America In First 
American Bank to be given by Mr. Afrldl to Mr. Shafl. 

2. All business ^passed on by BCC to FABNY may please be 
reported to Mr. Afrldl. 

3. Aslf Mujtalla was named co-ordinator of business 
with N.B.6. Mr. M. H. Zubalrl to be co-ordinator In 
Banco Mercantile 

4. It was suggested that co-ordinators should meet 
soon. 


C GQCC14 
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5. Credlts- Chalrman pointed out that no Comprehensive 
proposals were received by the Secretary from 
various members. It was requested that proposal 
may please be received by 1st week of August. 

6. Computer- Chairman confirmed that all points 
raised In the minutes about computerization were 
Indeed discussed In the previous meeting. It was 
also decided In that meeting to receive suggestions 
from all units as to study what other banks were 
doing* what services various units would like to 
offer and what computer facilities will be 
required to provide this service. It was discussed 
that market Is changing. Banks come out with 
different products everytlme. We can not compete 
without support of the Computer Division nor can we 
wait. It Is a dllema. We should bring this to the 
notice of London. 

It was agreed that all units please communicate with 
this committee to communicate with C.S.O. 

RETURNS No action has so far been taken and number of returns * 
continues to Increase. List of returns to be cpmplled 
and sent to C.S.O. to study possible duplication. 


C OOOCl^i 
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APPLICATION FOR GREEN CARDS 

Mr. Shoalb's letter was discussed. It was felt that no hard and 
fast guideline could be developed* however following points wist 
be observed. 

1. It will not be automatic right of the staff. 

2. Only International staff will be considered. 

3. Cost will be borne by officer. 

4. Application would be considered In the 3rd 
year of posting In the U.S. 

5. It will not mean that officers services are not 
transferable from the U.S. 

6. Sponsoring such a request will not make obtaining 
of Work Permit difficult. 

7. In all cases It will be done upon recommendation 
of Regional General Manager. 

VISIT OF PRESIDENT 

Impending visit of Agha Saheb was discussed. It was agreed that 
List of Participants will be as per Agha Saheb's approval. It 
was felt that It may be suggested to Agha Saheb to Include the 
following: 

1. All members of all R. Mc's. 

a 

2. Members of this co-odinatlng Committee and 
all members. 

3. All reference desk officers. 


C Q0C0 
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It was also suggested by members from Washington that all units 
contacting official agencies In Washington may inform or 
enclose copy to Washington Representative Office. 

It was discussed that the various dealing rooms within this area 
may try to Increase business with each other and help support each 
other. It was agreed to have meetings of Dealers In Americas soon. 

Meeting ended with a vote of Thanks to the Chairman and to 
Mr. S. Rahman for hosting the meeting. 

A.R, Sakhla 
SECRETARY 



S.M. Shafl 
CHAIRMAN 

AMERICAS COORDINATING COMMITTEE 


C 0 
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PRESIDENT'S MEETING WITH FAR EAST REGION 
SENIOR EXECUTIVES IN HONGKONG 23.4.87 (4:TS~P.H.) 


The fact that I. am sitting before you addressing you itself 
indicates the importance of this phenomena. 


I have requested some of the other colleagues who are not directly 
concerned with this subject, to join this meeting, with a view to 
letting them know what is the importance of this programme - the 
process of this phenomena. 


If I was to describe or convey to you (if I am capable of doing 
that) the importance of the meaning of this, new concept in the * 
Bank, - the effort that we are launching - I cav4& it in a few 
simple words: - 
For me this is the event in importance that 

happened in September 1972, when If I 
were to be honest with you I ^W^sjjjjdnd to that but it 

is just as important as that^P^ 

This Bank has become a signific^K^fdlcing institution in the 
..cqnu&irtTrt of banks internationally^ You are now with the First 
American Group of banks, at the moment, over $ 27 billion in 1 
assets and we will be $ 30 billion by the end of this yeai. He 
are now being recognised in the brotherhood of international bank.* 
as an important factor to the banking system of the world J This is 
not being said by me but I'm repeating the words of many senior 
bankers, regulators and auditing firms. 
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It was a vision in 1972, come true in 1987. 

You know our definition of vision ! 

Vision is not a vision unless it has a built-up power for transiting 
itself, - otherwise it is imagination - it is a fantasy. 

s’ 

A new vision is (now) bom of no less importance and this is EMP. 


BOARD OF GOVERNORS 
FEDERAL RESERVE SYSTEM 
EXHIBfT 

__IL£ 
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JJe^dS n 1 °<T'~ 

%(\ H KS HPfaS cate 


1 MR* MERNlCKi Ana I take it you are not 

2 asserting any privilege? 

3 MR* -CAwLEY; I am directing that — it has 

4 gone beyona the scope of any aiscoveraole evioence that 

5 I can possibly conceive oft ano it is just trying to 

8 satisfy some ia I e curiosityt which he aoesn't need to 

7 answer* •% 

8 MR* STUMP i On behalf of the directorst 1 

8 associate myself with the objection* I of course ao not 

10 have power to o I rect Mr* Altman one way or another, but 

11 I certainly object to this as intended to insert heat 

12 rather than light into the case* 

13 BY MR. MERNICK: (Resuming) 

1* O* Are you going to adhere to your counsel's 

15 instructions not to answer that question? 

15 A* I am* 

1 7 0 • Mr* Altman, ooes Sheik Kama! Adham own more 

18 than 50 percent of the stock of CCAH? 

18 (Witness corfers with counsel*) 

20 MR* CAklEYS I'm also going to direct him not 

21 to answer what percentage of stock Mr* Adham owns in 

22 CCAH. 
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by NR. PERKICKS (Resuming) 

2 0. nr* Altman* ao you have occasion -- strike 

3 that. 

4 May I safely assume for the oalance of this 

5 deposition that if your counsel instructs you not to 

6 answer a question you in fact will adhere to that 

7 instruction and will not answer the question? 

8 A. That is a valid assumption. 

9 0. hr. Altman* are there occasions on which you 

10 communicate with one or more of the investors of CCAH? 

11 A. Yes. 

12 Q. Is there any particular investor w i tn whom you 

13 communicate on a regular basis* as opposed to the other 

14 investors? 

15 A. No. 

18 Q. Do you communicate with all of tnem with equal 

17 frequency? 

18 A. No. 

19 0 , Is there an investor with whom you communicate 

20 with greater frequency than with the others? 

2 1 A. There is no particular pattern to it. 

22 Sometimes some of the investors call me or at times 1 
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1 will contact one ot them* At times I will contact all 

2 of them* — . 

~rT. Ts it your testimony* then* that you on those 


4 occasions when you contact one* as opposed to all* of 
3 them* contact them with eaual frequency* one as opposea 
® to the other? 

7 A. No* 

8 0* Is there one whom you contact more regularly 

9 than the others or more frequently than the others? 

19 A* well* I nOuIo be speculating because I don't 

11 Know the number of times I have talked to any particular 

12 Investor* I believe over the years 1 woulo have talkeo 

13 to Sheik Kamal Aaham more frequently than otner 

14 Investors* but It is just a guess* 

I s 0* And y ou " ihd I cateo a moment ago, that there are 

1® investors who contact you or initiate contact with you? 
I 7 A* Yes* 

1® Q* Is there an individual Investor who initiates 

19 contact with you more frequently than the other 

20 individual Investors do? 

21 A* 1 don't think there is any particular 

22 pattern* 
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FIRST AMERICAN BANKSHARES. INC 


CLARK M. CLIFFORD 
Chairman of the Board 


October 16, 1990 


Mr. Faisal Saud al Fulaij 
London, England 


Dear Mr. Fulaij: 

In accordance with our letter dated August 8 f, 1990, this 
is to confirm that a meeting with the shareholders of Credit 
and Commerce American Holdings, N.V. to discuss important 
developments at First American Bankshares in the United 'states 
will be held on Tuesday, October 23, 1990, at 2:00 p.m. at’- The 
Claridge Hotel, Brook Street, Mayfair, London, England Hi. 

Each shareholder is cordially invited to attend the 
meeting or designate a representative to attend on his 
behalf. If you are imfhl r to atte nd and do not wish to send a 
representative, we MitlTjTP ‘Hii iiImUMh! to jii IiIm you with a 
written report regarding the meeting. 

Please check with the'lea^^er a& : -ttfh/n(Harrdg^ Hotel on October 
23 to obtain the room of lour meeting. 

For your information, we also enOrme copy of our 
letter dated October 9, 1990 to H.E. Sheikh Kamal Adham, a 
principal shareholder, addressing the critically important 
capital needs of the Company at this time. 

He hope you or a representative will be able to attend 
this important meeting on October 23. He will be available to 
continue our discussion on October 24 as needed. For planning 
purposes, we would appreciate it if you would notify us this 
week by telefax (202/659*0065) if you plan to attend. 

Cordially yours, 

(Sfta 9m. V 4L 

Clark M. Clifford jyQ 

Enclosure 


15th and H Streets NW Washington. DC 20005 (202)363*1400 


2192 
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MEMORANDUM 


Date : 27 October 1990 

To : :H.E. The Chairman 
From : AtiqueAzad * 

Subject : First American Bamksharee 


As instructed by Your Excellency , I attended the shareholders meeting of First 
American In Londpn on 23/24 Odober 1990 . 

The meeting was attended by Mr. Ctavk M. Clifford and Mr. Robert Altman from 
First American. The shareholders or their representatives present were H.E. Kernel 
Adham , Mr. Qauhari , Mr. Faisal Al-Fulal) and myself . 

The meeting was opened by Mr. Cfifford who gave a background of First American 
and If s progress to - date . 

it was pointed out by Mr. Clifford that the contact maintained by First American and 
ife shareholders were through Mr. Aga Hassan Abedi , who acted as a Baison 
between both parties and this was the first time that an attempt was made to 
contact the shareholders directly . 

The main focus of the meeting was on the Issue of certain requirement of First 
American , which are as follows : 

1) An Immediate requirement of a bridge loan of U.S.S30 myn at 
market rates. 

2) An offering of U.S.$'125 myn 9 % cumulative perpetual preferred 
stock. 


1) The problem facing the bank which is of a very Immediate and urgent nature Is 
the requirement of U.S. $ 30myn . The Fed has been reviewing the loan portfofio of 
First American and have asked the bahk to provide against some of their non 
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-performing loans . The majority of these loans are in the real estate / real estate 
related sector of the market . As a result of provkflng for these loans , First 
American bin danger of violating net worth covenants in loan agreements that ft 
has signed . Violation of these loan covenants can resuft In a cal for immedate 
payment of $ 105 myn from the lenders . 

The First American officers have stated that It Is of vftal Importance that this 
raquirsmantlflnietby the 31 at Oct. 1000 . 

I , Including the other shareholders present pointed out that the period of notice 
provided was not sufficient to even look Into this matter In depth f leave aside 
providing the funds that they are asking for. The bank officers pointed out that 
they themselves were not made aware of this ti very raoantly and that they have 
come to us as soon as they had reviewed the situation themselves. 


Mr. Clifford explained how the bank had received offers for purchase of the bank at 
over $ 1 Byn and feels that over time the value wiwel exceed that. At the present 
time however , due to the slowdown In the economy In general and espedaRy In the 
banking sector such a move would yield no results . 


It has to be borne In mind here that what is at stake here is a substantial Investment 
in the pert of the shareholders. The other more significant and Important fact is 
that one cannot afford to get on the wrong side of the regulatory authorities In the 
United States . The banking industry in general is undergoing a microscopic review 
due to the S & L situation and the regulatory authorities are bearing down on the 
banks as a matter of policy . 


If we were to provide the funds that are required • it should be in a pro rata basis 
including all the other shareholders, in the absence of an updated shareholders 
fist alongwtth percentage hokfing of each I am unable to state the impact this wfl 
have on the shareholders . 

2)The other point that was raised was the issuance of $ 125 of 9% cumulative 
perpetual preferred stock . Such shares of preferred stock w# be convertible Into 
shares of the Company's common stock at any time at 75 % of the book value of 
the Company's common shares on September 30 f 1990 . 

The proceeds of the offering wn be used to repay the $30 myn short-term loan 
mentioned above . In addition to this , the offering would provide additional capital 
funding to First American and It's subskfiaiy banks . 

A detailed explanation was provided as to the Federal Reserve and other regulatory 
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authorities emphasis on the adequacy of bank and bank holding company capital 
ratios. 

A set of alternatives were discussed which included the following : 


• Maintain status quo. 

- Grow in all existing markets through acquisitions . 

• SeB the company. 


- Restructure and focus on core franchises . 

The above alternatives were discussed In details InckJding the merits and demerits 
of each. I shaBrot go Into the detals as a handout has been provided dovering the 

same. 


The matter of the $ 30 myn short term loan remains . I toid the bank executives that 
I shaB brief the relevant authorities on this and get back to them; I was also _ 
approached by the other shareholders present and requested to come with 
some solution . To this end Mr. Gauharfwix) I 

interests of H.E. Kamal Adham, has come to Abu Dhabi to tak to the shareholders 

or to the appropriate person who wfl decide on this matter to come to an 

agreement which would satisfy al the shareholders . 

In conclusion I would fike to state that It is of utmost Importance that we deal with 
this matter very carefully and urgently as the U S regulatory authorities wMnotbe 
flexible if any problems were to arise . The bank itself Is unique and would be very 
profitable to it's shareholders but more Involvement will be required . 

I request Your Excellency to look Into this matter and await further instructions . 


RespectfuBy, 



ATIQUEAZAD. 


SjJ\ j-J wULi l/JkS 

l fJj 

(h M ...... ) J 
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BCC Annual Conference Vienna 1984 


(26TH - 27TH FEBRUARY) 


LIST OF PARTICIPANTS 


BOARD OF DIRECTORS 


HILTON/ 

INTERCO: 


.GUESTS 
Attock Oil 


^ftSDIv-i-Agh^Hasan 

A ZR UI^gh anim Faris 

VAN J.D. 


AMINUDDIN , Usman 
BAQI, M . A. 
CHAUDHRI, Amjad 
KHAN, Afzal 
LODHI, T. A.T. 
SALIM, M. 


President 

Director 

Director 

Director 


Auditors 


-FEAR, Richard 
HARRIS, R. 
HAY, K. 
HEATH; R. 
STONE, T. 


jP Q/. Fpunciation 

f ""X' ; "* ’** :v ' ,;> . ■ 

- ALI*, ' Abid k : •: 

**• -’SAEED , Afzal / .:^ 7 : 

Jr-; •. tuV'iZ.- ;•£> * 

• ’’. 'CreBit a Commerce Insurance ' j; • v? 


- -Pricey Waterhouse ... T; . . I — 

t f-Price :Waterhouse * • j_T; ~ 

Ernst •&. Whinney I ; • 

-- Errist & .Whinney I 

• - 1; _ Erjnst ^'WMn^ey _ v _ , ; '.1. .... 


BHIMJEE, * R. ' . 

'HASAN, Nawab - 

KHAN , Aziz * 

W ALA J AH I, S.X. - 


Cromwell Hospital 


KHAN, Amanullah (Dr) 
NIZAMI, Asghar (Dr) 



357 


Health 


HAMEED, K. (Dr) 
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International Travel Corporation 

ANWER, Saghir I 

Khalij Commercial Bank 


RAZA, Ahmed 1 

National Bank. of Georgia 

BATASTINI , W.W. I 

CARLSON , R.P.M. I 

CATER, Vince I 

FREEMAN , Guy I 

HARREL, Richard I 

JAMIL, Tariq I 

KENEMAN, Richard C. I 

MUJTABA, Asif I 

PLOMGREN, Theodor I 

RAZA, Mehdi I 

WALKER, James I 


Special Invitees 


AFRIDI, Aijaz 
- AHMED, M.M. 

AL TAYER, Obaid Humaid 
ALI, Majid 
ALTMANN, R. 

. ELLEY, K.K. 

FREEMANTLE, Anthony 
•^.KHAN, Ikramullah 

PROF A MONEIM EL-MELIGI 
RICHTER-, Bruno 
• STEVENS, R. 

Third World Foundation 

. GAUHAR, Altaf : 

’ GAUHAR, Humayuri . - 


AFFILIATES 


Ahmed Bin Oboud - Jeddah 


HASAN, Asrar 








BCC Emirates - Abu Dhabi 


ALLARAKHIA, Mahmood S. 
ASIF, Kh. Mohammed 
GHANI, S. Saeedul 


I 



*BCC Emirates - Abu Dhabi (cont’d) 


GILANI, S. Jawaid 

HANNANI, Ghulam 

HASAN, Raza 

IQBAL, Zafar 

JAVED, Mansoor Ahmed 

KHAN, Javed Ali 

KHAN, Naeem 

KHAN,* Rashidul Hasan 

KHAN, Shamsuz Zaman 

KHURSHID, Mohsin 

KIRMANI, S. Saeeduddin Ahmed 

MINHAS, Jamshaid Akhtar 
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RASHEED, Kh. Toseef 

SHEIKH, Ajmal 

SHER, Anwar Qayum 

SIDDIQI, Aqeel 

TAHIR, Bashir A. 
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FAYYAZ, S.M. 
RAJI, Assaad Abi 


•BCCI (Nigeria) Ltd. 

AHMED, Alhaji A. 

ANKA, S.S. 
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• Ital Finance ■- Italy 


HAQ , Shaukat 
LUIZ. Kevin 
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Regional Office 
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RIZVI , S.M. H. 

SHAFI, S.M. 

Brazil 

PRUD'HOMME. Eric 

Colombia 

BILGRAMI, Akbar 
ZARATE , Eduardo 
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SHABBIR, S. A. 

Venezuela 

ANEZ, Luis E. (Dr) 
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- HELMY , Abol 
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KHAN, Shafiqur Rehman 
.. LODHI, Amer 
SHARIH, Khalid 

WASHIN GTON 

AHMED, Sani 
CAL VO, A. (Dr) 


WESTERN AMERICA & PACIFIC 

Regional- Office 

O'BRIEN, Patrick 
SAUBOLLE, Louis E. 

San Francisco BCC (HK) Ltd 
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'00 LEAOENHALL STREET LONDON EC3A 3AD 


UUNHUtN 1 1 A*. 

date 23 December 1986 



FROM Saleem Malik 

CSO Legal Division 

subject $1 AO MILLION LOAN TO DR PHARAON 

OPTION AGREEMENT & RELATED DOCUMENTS 


T0 Mr Swaleh Naqvi 


board of governors 
federal reserve system 

EXHJBfT 


*>/sr 


I visited Washington from 18-20 December and had meetings vith Mr Altman, 

Mr Lesher and lawyers from the lav firm of Millbank Tweed (who are 
advising Mr Altman on New York Laws). 

The Option Agreement and Pledge Agreement were signed on 18 December 1986 
and CCAH remitted the Option Price. 

After consultation vith Mr. Altman and Millbank Tweed, they advised that 
the Loan Agreement and Pledge Agreement Ifk signed and date'd in 
mid-January or early February 1987, as by tM^tOXreasonable period will 
have elapsed since signing the Option and^ihe "yttegrated transaction*' 
arguement would not be successfully Accdrefingly .^PjSbpe to return to New 
York next year and have the Loan/ / abd < Bl Agreements executed, 
tentlvely a closing date of January 2^&87*^1ia^^den set. 

The executed Option and Pledg^/Ateeman&^hould now be forwarded to 
Dr. Pharaon; please advise hp/jwo ^shVuu to be done, personally or by 
courier, or should we wait tlWj£p4n and Pledge have been executed, 

when all the agreements can beShanirf^er at one time? 

As regards BCCI SA London holding the Pledged Shares, after long dis- 
cussion, Millbank Tweed advised that a supplement to the Pledge Agreements 
will not be needed. BCCI SA NY Agency can simply request Lop <fop hold. 
the shares to their order with notice to CCAH of such fa ct. However, 
Millbank Tweed are still of the view that the Shares may be better 
protected in New York; they will advise us if they can provide us_ 
cone lu s lv e opinion to t his "effect! Fof " thmooentT" they” have no ma j or 
— legal 6b3 actions to London holding the Pledge Shares. 

Additionally, Mr Altman has executed a Subordination Agreement which It 
BCCI (0) Ltd has yet to execute. Mr Altman, has requested that the ¥ 
Subordination should be executed as a matter of urgency. (A photocopy is I 
enclosed) • 

I should be happy to discuss any of the above points at your convenience. 
Respectful regards. 



Saleem Malik 
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BOARD OF GOVERNORS ‘ 
FEDERAL RESERVE SYSTEM 
EXMBfT 
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PLEDGE AGREEMENT 
Dated as of December 
from 


c d 




DR. GHAITH R. PHARAON, 
INTEREDEC (GEORGIA) LIMITED, 
INTEREDEC* (GEORGIA) N.V., 
and 

NBG FINANCIAL CORPORATION 
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THIS AGREEMENT dated as of December (J_, 1986 from 
DR. GHAITH R. PHARAON , a citizen and resident of the Kingdom 
of Saudi Arabia C» Dr. Pharaon ") , XNTEREDEC (GEORGIA) LIMITED 
( " Interedec (Ltd . ) * ) , a Bahamas corporation, INTEREDEC 
(GEORGIA) N.V. (" Interedec (N.V.) ") , a Netherlands Antilles 
corporation , and NBG Financial Corporation ( " Company " ) , a 
Georgia corporation, to BANK OF CREDIT AND COMMERCE 
INTERNATIONAL, S.A. (NEW YORK AGENCY) (the " Pledge Agent "), 
acting on behalf of CREDIT AND COMMERCE AMERICAN HOLDINGS , 

N.V. ("CCAH"). 

Dr. Pharaon and Interedec (N.V.) have entered into 
an Option Agreement dated as of December fL , 1986 (as in 
effect at any time, the " Option Agreement 8 ) with CCAH 
pursuer i to which CCAH has been granted an option (the 
" Option ") to acquire all the outstanding common stock of 
Company, a registered bank holding company under the Bank 
Holding Company Act of 1956. In consideration thereof and 
in order to induce CCAH to enter the Option Agreement and 
for other good and valuable consideration, the receipt and 
adequacy of which are hereby acknowledged. Dr. Pharaon, 

Interedec (Ltd.), Interedec (N.V.) and Company hereby agree 
for the benefit of CCAH as follows: 



SECTION 1. Definitions . 

Terms defined in the Option Agreement and?' not 
otherwise defined herein shall have, as used hereto',*! 
respective meanings provided for therein. The .fp.lXCtt* 
additional terms, as used herein, shall have the/ f plowing 
respective meanings: 

" Collateral " means the shares ,<and allYfether 
property of any nature stated to be asb4gne&£«jr collateral 
security under Section 2.A herein. 


" Default " means any Event of Default, or. any event 
or condition which would constitute an Event of Default 
without giving effect to any provisions for the giving of 
notice or lapse of time. 


" Event of Default " means any one or more of the 
following events or conditions: 
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(a) Dr. Pharaon and Intaradec (N.V.) shall fail to 
repay the Option Fee on the Expiration Date, unless 
Notice of Exercise has previously been given, or to make 
payment of the Cancellation Price on the Cancellation 
Date or the Termination Date, as the case may be, or 
shall default in the payment or performance when due of 
any other Obligations; 

(b) Any representation, warranty or certification 
made in this Agreement, the Option Agreement or in any 
document furnished in connection herewith or therewith 
by Dr. Pharaon, Interedec (Ltd.), Interedec (N.V.) or 
Company shall prove to have been false or misleading as 
of the time made or furnished in any materially adverse 
respect; 


(c) Any of Dr. Pharaon, Interedec (Ltd.), 

Interedec (N.V.) or Company shall (i) apply for or 
consent to the appointment of, or the taking of 
possession by, a receiver, custodian or trustee or the 
liquidation of Interedec (Ltd.), Interedec (N.V.) or 
Company or of all or a substantial part of the property 
of Dr. Pharaon, Interedec (Ltd.), Interedec (N.V.) or 
Company, as the case may be; (ii) make a general 
assignment for the benefit of the creditors o^sDr. 
Pharaon, Interedec (Ltd.), Interedec (N.V.), OT<£empany, 
as the case may be; (iii) commence a volunt^r^casiv 
under the U.S. Bankruptcy Code (as now or Kgx^af in 
effect); (iv) file a petition, make applied aft 
otherwise commence proceedings seeking t6 • take.;fidvantage 
of any other law of any jurisdiction reiati 
bankruptcy, insolvency, reorganization,, suspfctyrton of 
payments, moratorium, winding-up, or cornptf^yon or 
readjustment of debts;, (v) fail to coptscvect in a 
timely and appropriate manner, of ac^i^fiVin writing 
to, any petition or application f^lfrg Dr. 

Pharaon, Interedec (Ltd.), Interedfe*s<£t?y. ) or Company, 
as the case may be, in an involuntaryNUise or proceeding 
under the U.S. Bankruptcy Code or any other law of any 
jurisdiction relating to bankruptcy, insolvency, 
reorganization, suspension of payments, moratorium, 
winding-up, or composition or readjustment of debts; or 
(vi) take: any action for the purpose of effecting any of 
the foregoing; 
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(d) A proceeding or case shall be commenced, 

without the application or consent of Dr. Pharaon, 
Interedec (Ltd.)/ Znteredec (N.V.) or Company, in any 
court of competent jurisdiction, seeking (1) 
liquidation, reorganization, dissolution or winding-up, 
or the composition or readjustment of debts of Dr. 
Pharaon, Interedec (Ltd.), Interedec (N.V. ) or Company, 
as the case may be; (ii) the appointment 6f a trustee, 
receiver, custodian, liquidator or the like of Interedec 
(Ltd.), Interedec (N.V.) or Company or of all or any 
substantial part of any of the assets of Dr. Pharaon, 
Interedec (Ltd.), Interedec (N.V.) or Company, as the 
case may be; or (ill) similar relief in respect of Dr. 
Pharaon, Interedec (Ltd.), Interedec (N.V.) or Company 
under any law of any jurisdiction relating to 
bankruptcy, insolvency, reorganization, suspension of 
payments, moratorium, winding-up, or composition or 
adjustment of debts, and such proceeding or case shall 
continue undismissed, or an order, judgment or decree 
approving or ordering any of the foregoing shall be 
entered and continue unstayed and in effect, for *a <r \ 
period of thirty (30) days; or an order for relief' 
against Dr. Pharaon, Interedec (Ltd.), Intergdefr'^N.) 
or Company shall be entered in an involuntaufy ^'cajie fdn;*fer 
the U.S. Bankruptcy Code; y 

(e) Any shares of the capital stock 
Bank of Georgia ("Bank") (a national frankirifl^association 
organized under United States fedstfaXi'* la^s^/cSompany, 
Interedec (N.V.) or Interedec (LtdNf sha£C/at any time 
become subject to any lien or be soltiU^TO^igned or 
otherwise transferred (or become sub j to any 
agreement of sale, assignment or transfer), except (i) 
pursuant to this Pledge Agreement, (ii) in the case of 
the shares of Company, pursuant to the Option, (iii) in 
the case of Bank shares, with respect to the sale of 
directors* qualifying shares, or (iv) with the prior 
written consent of CCAH; 


(f) Any of Dr. Pharaon, Interedec (Ltd.), 
Interedec (N.V. ) or Company shall default in the 
performance or observance of any covenant, condition or 
undertaking contained in this Pledge Agreement or the 
Option Agreement; or 
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(g) Any of Dr. Pharaon, Interedec (Ltd.)/ 

Interedec (N. V. ) or Company shall default In the payment 
when due, by acceleration or otherwise, of any amount in 
respect of any indebtedness or obligation secured, directly 
or indirectly, by the Collateral, and such default shall 
continue beyond the applicable grace period, if any, 
specified in the note, agreement or other instrument 
relating to such debt, or any other event shall occur under 
any note, agreement or other instrument by which any such 
debt is evidenced or under which any such obligation is 
created which entitles the holder of such debt to cause such 
debt to become due prior to its stated maturity or payment 
date, and such default shall not be cured within the 
applicable grace period, if any, specified in such note/ 
agreement or other instrument. 

" Obligations " means any and all obligations (now 
existing or hereafter arising) of Dr. Pharaon, Interedec 
(Ltd.), Interedec (N.V.) or Company under this Agreement or 
under the Option Agreement. 


section 2. Collateral. /^.p\ 

A. Pledge . As collateral security for-'th&^lLg^X 
and punctual payment and performance when du e , -<whe thei^.^fc'/ 
stated maturity, by acceleration or otherwise ) 

Obligations, Dr. Pharaon, Interedec 

and Company hereby pledge, assign, hyMj^^a^\ c^n<nfer and 
deliver to and with the Pledge Agent fo£ c thel/4$enefit of 
CCAH, and Dr. Pharaon, Interedec (Ltd. )V Jdteredec (N.V.) 
and Company grant to the Pledge Agent fot the benefit of 
CCAH, a first lien and a prior perfected security interest 
in, (i) all shares of the capital stock of Interedec (Ltd.), 
Interedec (N.V. ), Company and Bank, respectively, whether 
now owned or hereafter acquired, directly or indirectly, and 
(ii) any cash dividends or other cash payments, additional 
shares or securities or other property at any time 
receivable or otherwise distributable in respect of, in 
exchange for, or in substitution of, any and all such 
capital stock, together with all of the proceeds of any 
thereof. 
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B. Delivery . The certificates evidencing the 
shares pledged under Section 2. A herein shall be delivered 
to the Pledge Agent, duly endorsed in blank or with executed 
stock powers in blank annexed to each certificate. If any 
shares, securities, or other property required to be pledged 
under Section 2. A herein are hereafter received by Dr. 
Pharaon, Interedec (Ltd.), Interedec (N.V.) or Company, such 
party agrees forthwith to transfer and deliver to the Pledge 
Agent such shares, securities or other property so received 
(with appropriate endorsements, if any, and together with 
the certificates for any such shares and securities duly 
endorsed in blank), all of which thereafter shall be held by 
the Pledge Agent, pursuant to the terms of this Agreement, 
as part of the Collateral. If any Event of Default shalj. 
occur and be continuing, any cash payments received by Dr. 
Pharaon, Interedec (Ltd.) or Interedec (N.V.) in respect of, 
in exchange for or in substitution of all or any portion of 
the shares pledged- hereunder shall be received in trust for 
the benefit of CCAH, shall be segregated from other funds of 
Dr. Pharaon, Interedec (Ltd.) or Interedec (N.V.) , as the 
case may be, and shall, without the necessity of any demand 
by the Pledge Agent, be paid over to the Pledge Agent and 
thereafter shall be held by the Pledge Agent pursuant to the 
terms of this Agreement in a separate cash collateral 
account. 

c. Ali-Shar.flg„,tp be .Fledged. Dr. Phar^bny \ 
Interedec (Ltd.), Interedec (N.V.) and Company cin^ 

the shares pledged hereunder to constitute at/ali .^ig^a/not 
less than 100% of the total number of share 
outstanding (including treasury shares but 
directors' qualifying shares) of the capita£ v ste^ >of 
Interedec (Ltd.), Interedec (N.V. ), Company ahd^Bumk, and 
will not permit Interedec (Ltd.), Inte^^e'CY:(^,V/) , Company 
or Bank to issue or have outstanding any> sharpy' of any other 
class of its capital stock or to have >mts£$Mlng any 
subscription warrants, rights or op tionsS^, acquire any 
shares of any class of its capital stock, other than the 
Option, or as consented to in writing by CCAH. 


D. Registration In Pledge Agent' s_Name. Etc. The 
Pledge Agent shall have the right (in its sole discretion) 
(i) to hold any certificates representing the Collateral in 
its own name, or in the name of Dr. Pharaon, Interedec v 
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(Ltd.)# Interedec (N.V.) or Company endorsed or assigned in 
blank or in favor of the Pledge Agent, (ii) to have the 
Collateral or any part thereof registered in the name of the 
Pledge Agent or in the name or names of the Pledge Agent's 
nominees, or (iii) to exchange, at any time and from time to 
time, the certificates delivered hereby for certificates for 
smaller or larger denominations for any purpose consistent 
with the Pledge Agent's performance under this Agreement. 


section 3 . Eflpr.ggfintitiong.,,and Wacranttgg. Each 
of Dr. Pharaon, Interedec (Ltd.), Interedec (N.V.) and 
Company represents and warrants, jointly and severally, to 
CCAH as follows: 


(i) Dr. Pharaon, Interedec (Ltd.), Interedec 
(N.V. ) and Company are and will be the legal and 
equitable owner of the shares of stock of Interedec 
(Ltd.), Interedec (N.V.), Company and Bank, 
respectively, pledged hereunder and will not make any 
assignment, pledge, mortgage, hypothecation or transfer 
of any thereof or of any part thereof, except the pledge 
provided for herein, the Option or as consented to in 
writing by CCAH. yv 

(ii) All such shares are and will be duly \ 

authorized, validly issued, fully paid and 'P 

nonassessable. //*'.**. V 

(iii) Dr. Pharaon, Interedec (Ltd. ) , Pfiteredec-v 
(N.V.) or Company (as the case may be) v^ll own : a^l‘ such 
shares free and clear of all liens, spdvttlty ihWrests 
and encumbrances of any nature whatsw&r Q&filg”)* 
except the pledge provided for herein\; theropCion and as 
consented to in writing by CCAH. NT/ 7 


(iv) Except for directors' qualifying shares. 
Company directly owns all of the shares of capital stock 
of Bank, which constitutes the entire outstanding stock 
of every class and kind of Bank, there being outstanding 
no options, warrants, subscription agreements, 
convertible instruments or other rights to acquire any 
shares of any class of said capital stock. 
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(v) The execution, delivery and performance by Dr. 
Pharaon, Interedec (Ltd.), Interedec (N.V.) and Company 
of this Pledge Agreement have been duly authorized and 
do not and will not (a) require any consent or approval 
(other than such consents and approvals that have been 
obtained and remain in full force and effect), (b) vio- 
late any provision of the organic documents of Interedec 
(Ltd.), Interedec (N.V.), Company or Bank, or any lav, 
rule, regulation, order, writ, judgment, injunction, 
decree, determination or award presently in effect 
having applicability to Dr. Pharaon, Interedec (Ltd.), 
Interedec (N.V.) or Company, (c) result in a breach of 
or constitute a default under such organic documents. or 
any indenture or loan or credit agreement or other 
material agreement, lease or Instrument to which Dr. 
Pharaon, Interedec (Ltd.), Interedec (N.V.) or Company 
is a party or by which he or it or his or its properties 
may be bound or affected, or (d) result in, or require, 
the creation or imposition of any Lien (other than the 
pledge provided for herein), upon or with respect to any 
of the property now owned or hereafter acquired by Dr. 
Pharaon, Interedec (Ltd.), Interedec (N.V.) or Company. 
This Pledge Agreement is the legal, valid and bindj 
obligation of each of Dr. Pharaon, Interedec 
Interedec (N.V. ) and Company, enforceable agaij; 
of them in accordance with the terms herein. 



'action, that 
reasonably 
assignment. 


SECTION 4. Further Assurances. { 

Interedec (Ltd.), Interedec (N.V.) and Coj 
severally agree that from time to time 
they will promptly execute and delivez^apl 
instruments and documents, and take al v 
may be necessary, or that the Pledge A 
request, in order to perfect and protect 
pledge and security interest granted or purported to be 
granted hereby or to enable- the Pledge Agent to exercise and 
enforce the rights and remedies provided hereunder with 
respect to any Collateral. Without limiting the generality 
of the foregoing. Dr. Pharaon, Interedec (Ltd.), Interedec 
(N.V.) and Company jointly and severally will: (i) if any 
Collateral shall be evidenced by a promissory note or other 
instrument, deliver and pledge to the Pledge Agent hereunder 
such note or instrument duly endorsed and accompanied by 
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duly executed instruments of transfer or assignment, all in 
form and substance satisfactory to the Pledge Agent; 

(ii) execute and file such financing or continuation 
statements, or amendments thereto, and such other 
instruments, endorsements or notices, as may be necessary, 
or as the Pledge Agent may reasonably request, in order to 
perfect and preserve the assignment, pledge and security 
interest granted or purported to be granted hereby; 

(iii) will defend the Collateral against any and all Liens 
howsoever arising (not including the security interest 
created by this Agreement), prior to or equal to the 
security interest created hereby; and (iv) if deemed 
necessary by the Pledge Agent to effect a sale of all or any 
portion of the shares pledged hereunder, register, at the 
expense of Dr. Pharaon, Xnteredec (Ltd. ), Interedec (N.V. ) 
and Company, such shares under the Securities Act of 1933 
and/or the applicable Blue Sky laws of any. state or other 
jurisdiction as may be requested by the Pledge Agent. 


(b) Dr. Pharaon, Interedec (Ltd.), Interedec 
(N.V. ) and Company hereby authorize the Pledge Agent to file 
one or more financing or continuation statements, and 
amendments thereto, relative to all or any part of the^ 
Collateral without the signature of any of Dr. Pharap 
Interedec (Ltd.), Interedec (N.V.) or Company wher; 
permitted by law. Copies of any such statement of. amendm^qt 
thereto shall promptly be delivered to Dr. Pha p&ep, 

Interedec (Ltd.), Interedec (N.V) or Company/^* thej 
may be, but failure to make such delivery sKp$l~. not. .affect 
the validity thereof. / / 



Upon payment 
e Pledge Agent 
the shares 


encing 


section 5. Eaerclgc of Qptlo, 

of the Exercise Price to the Pledge Age: 
shall deliver to CCAH all certificates e 
of Company and Bank pledged hereunder duly endorsed in blank 
or with executed stock powers in blank annexed to each such 
certificate, and release from the Lien established herein 
the remainder of the Collateral. Such delivery of the 
shares of Company and Bank shall operate to divest all 
right, title, interest, claim and demand, either at law or 
in equity, of any party to this Agreement (other than the 
distributee) in and to the shares of Company and Bank and 
shall be a perpetual bar both at law and in equity against 


4 
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the parties to this Agreement and against any person 
claiming or attempting to claim.. such shares of Company from, 
through, or under such party. The Exercise Price shall be 
applied as follows: 

(a) first to the payment of all costs and expenses 
of the Pledge Agent, including reasonable compensation 
to the Pledge Agent and its agents and counsel; 

(b) then to the satisfaction in full of any 
indebtedness (whether or not then due and owing) secured 
by any other pledge of the Collateral consented to by 
CCAH; and 

(c) any surplus remaining shall be paid to Dr. 
Pharaon, Interedec (Ltd.), Interedec (N.V. ) or Company 
or to whosoever may be lawfully entitled to receive the 
same . 


SECTION 6. Voting Power. Dividends. Payments. Etc . 

A . Rights Absent an Event of Default. Etc . ( a ) 

Unless and until an Event of Default has occurred swgslB 
continuing. Dr. Pharaon, Interedec (Ltd.), Intere4e^(rL V. ) 
or Company shall have the right to exercise aJU^VotingjnV 
consensual and other powers of ownership per&alnixxff 
shares pledged hereunder for all purposes, ngt inpoi^xir^ent 
with the terms of this Agreement or' the 
provided that such party agrees that if, *$ri the 
Pledge Agent at least ten (10) day^^rlc^' n&tpde of the 
manner in and purpose for which it ^^enctarc^exercise, or 
the reasons for refraining from exerfei g^^^any such power, 
(ii) not v,ote such shares in any manne*imat is inconsistent 
with or would cause a default 'Under the terms of this 
Agreement or the Option Agreement, and (iii) neither 
exercise, nor refrain from exercising, any such power if, in 
the judgment of the Pledge Agent, any such action or 
inaction would have a material adverse effect on the value 
of such shares or any part thereof. 
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(b) The Pledge Agent shell execute end deliver to 
Dr. Fhereon, Interedec (Ltd.), Interedec (N.V.) or Compeny 
(as the case may be) or cause to be executed and delivered 
to Dr. Pharaon, Interedec (Ltd.), Interedec (N.V.) or 
Company (as the case may be) all such proxies, powers of 
attorney, dividend or other orders, and all such 
instruments, without recourse, as Dr. Pharaon, Interedec 
(Ltd.), Interedec (N.V.) or Company may reasonably request 
for the purpose of enabling Dr. Pharaon, Interedec (Ltd.), 
Interedec (N.V.) or Company to exercise the rights and 
powers that he or it is entitled to exercise pursuant to the 
preceding provisions of this Section 6 .A. 

B. Rights Upon Occurrence of Event of Default. *. 
Etc . As a supplement to the rights under other provisions 
of this Agreement, if any Event of Default shall have 
occurred, then so long as the same shall continue, and 
whether or not CCAH exercises any right, or seeks or pursues 
any other relief or remedy, available to it under applicable 
laws or the Option Agreement: 

(i) The Pledge Agent, or its nominee or nor&ix>ep^, 
shall forthwith, without further act by any p^jrty/'liave 
the sole and exclusive right to exercise all/Votij^g, .• 
consensual and other powers of ownership jperti^nfiigrto 
the shares pledged hereunder and shall^oxercx^e such 
powers in such manner as the Pledge Agent^ it* sole 
discretion, shall determine to be^M^ss^iryv appropriate 
or advisable, and, if the Pledge Aoent d&frll so request. 
Dr. Pharaon, Interedec (Ltd.), Intered£^~ (N.V. ) and 
Company agree to execute and deliver^fo the Pledge Agent 
such other and additional powers, authorizations, 
proxies, dividends and other orders, and such other 
documents, as the Pledge Agent may request to secure to 
the Pledge Agent the rights, powers and authorities 
intended to be conferred upon the Pledge Agent by this 
Section 6.B; and 


(ii) All dividends and other distributions on or 
constituting any of the Collateral shall be paid 
directly to the Pledge Agent and retained by it as part 
of the Collateral, subject to the terms of this 
Agreement, and, if the Pledge Agent shall so request. 
Dr. Pharaon, Interedec (Ltd.), Interedec (N.V.) and 
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Company agree to execute and deliver to the Pledge Agent 
appropriate additional dividend, distribution and other 
orders and documents to that end. 


SECTION 7 . Pledge J^qent Appointed Attorneys In- - 
Fact . Each of Dr . Pharaon, ' Inter edec (Ltd. ) , Interedec 
(N.V.) and Company hereby irrevocably appoints the Pledge 
Agent ad their attbrney-in-fact (which appointment as 
attorney-in-fact shall be coupled with an Interest), with 
full authority in the place and stead of Dr. Pharaon, 
Interedec (Ltd.), Interedec (N.V. ) or Company (as the case 
may be) and in the name of Dr. Pharaon, Interedec (Ltd.), 
Interedec (N.V. ) or Company (as the case may be) or 
otherwise^ from time to time in the Pledge Agent's 
discretion to take any action and to execute any instrument 
that the Pledge Agent may deem necessary or advisable to 
accomplish the purposes of this Agreement (the Pledge Agent 
not being obligated to do any of the foregoing), including, 
to ask, demand, collect, sue for, recover, compound, receive 
and give acquittance and receipts for moneys due and to 
become due under or in connection with the Collateral, to 
receive, endorse, and collect any drafts or other 
instruments, documents and chattel paper in copqection 
therewith, and to file any cla’ims or take any^Wtlon or 
institute any proceedings that the Pledge maY deem 

necessary or desirable for the collection. * ,4 thsp..eof^op to 
enforce compliance with the terms and cphditi^g^triereof . 

,* 

SECTION 8. Pledge AQent'^'Dutltiag^^e powers 
conferred on the Pledge Agent hepd^ytpddr' afiroi 1 not impose any 
duty upon it to exercise any suchppowerjfrO' Except for the 
safe custody of any Collateral in* its&foxual possession, the 
accounting for moneys actually received by it hereunder, and 
the delivery to CCAH in accordance wixh the terms of Section 
5 herein of the shares of Company and Bank pledged 
hereunder, the Pledge Agent shall have no duty as to any 
Collateral or as to the taking of any necessary steps to 
preserve any rights pertaining to any Collateral. 


SECTION 9. Ei.ghtg-,aad Remedies. (a) If any Event 
of Default shall have occurred and be continuing, all 
payments received by Dr. Pharaon, Interedec (Ltd.), 
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Interedec (N.V.) or Company under or in connection with the 
Collateral shall be received in trust for the benefit of 
CCAH, shall be segregated from other funds of Dr. Pharaon, 
Interedec (Ltd.), Interedec (N.V.) or Company and shall be 
forthwith paid over to the Pledge Agent in the same form as 
so received (with any necessary indorsement or instrument of 
transfer); 

(b) If any Event of Default shall have occurred 
and be continuing, then, in addition to any other rights and 
remedies provided for herein or that may otherwise be 
available, the Pledge Agent may without any further demand, 
advertisement or notice (except as expressly provided for 
below in this subsection (b)), exercise all the rights and 
remedies of a secured party under the applicable Uniform*' 
Commercial Code (whether or not said Code applies to the 
affected Collateral), and in addition: (1) may apply the 

moneys, if any, then held by it as part of the Collateral, 
for the purposes and in the order provided in Section 10 
herein and (li) if there shall be no such moneys or the 
moneys so applied shall be insufficient to satisfy in fu 11 
all Obligations, may sell the Collateral, or any par 
thereof, as hereinafter provided. The Collateral 
sold in one or more sales, at public or private^tfelVJ, 
conducted by any officer or agent of, an auctidne'e£ 
attorney for, the Pledge Agent, at the Pledge. AgerCt|.^)B>^ce 
of business or elsewhere, for cash, upon^redit-^^^^jr other 
property, for immediate or future deliydry, *rtd.^*lcfe>duch 
price or prices and on such terms as rfjh* Plfed 9 *^^ent shall, 
in its sole and absolute discretion, Xt'em ^gSpfrepriate. The 
Pledge Agent or CCAH, subject, however X^^jiceipt of any 
necessary regulatory approval, may be tnv^urchaser of any 
or all of the Collateral so sold at a public sale and 
thereafter hold the same, absolutely, free from any right or 
claim of whatsoever kind and the obligations of Dr. Pharaon, 
Interedec (Ltd.), Interedec (N.V.) or Company to such 
purchaser may be applied as a credit against the purchase 
price. The Pledge Agent may, in its sole discretion, at any 
such sale restrict the prospective bidders or purchasers as 
to their number, nature of business and investment 
intention, including a requirement that the prospective 
bidders or purchasers represent and agree, to the 
satisfaction of the Pledge Agent, that they are purchasing 
the Collateral for their own account, for investment, and 
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not with a view to the distribution or resale of any 
thereof. Upon any such sale the Fledge Agent shall have the 
right to deliver, assign and transfer to the purchaser 
thereof the Collateral so sold. Each purchaser (including 
CCAH) at any such sale shall hold the Collateral so sold, 
absolutely free from any claim or right of whatsoever kind, 
including any equity or right of redemption, of Dr. Pharaon, 
Interedec (Ltd.), Interedec (N.V.) or Company, and Dr. 
Pharaon, Interedec (Ltd.), Interedec (N.V.) and Company 
hereby specifically waive, to the full extent they may 
lawfully do so, all rights of redemption, stay 6r appraisal 
that they have or may have under any rule of law or statute 
now existing or hereafter adopted. The Pledge Agent shall 
give Dr. Pharaon, Interedec (Ltd.), Interedec (N.V.) and'* 
Company at least ten (10) days' notice (which Dr. Pharaon, 
Interedec (Ltd.), Interedec (N.V.) and Company agree is 
reasonable notification within the meaning of § 9-504(3) of 
the Uniform Commercial Code) of any such public or private 
sale. Such notice, in case of public sale, shall state the 
time and place fixed for such sale. Any such public sale 
shall be held at such time or times within ordinary business 
hours as the Pledge Agent shall fix in the notice such 
sale. At any such sale the Collateral may be sol^f ,<J\one 
lot as an entirety or in separate parcels. The/PjidgeN^gent 
shall not be obligated to make any sale pursuari£>to aayyfeuch 
notice . The Pledge Agent may, without notic.e' 
publication, adjourn any public or private/£ale ^'Muse the 
same to be adjourned from time to time by y i^^%nent at 
the time and place fixed for such sale,, 'and an^Sjfch sale 
may be made at any time or place to wjrt^.tfte^e^me may be so 
adjourned without further notice or^i^lidafcJ^n. In case of 
any sale of all or any part of the Cfcrf lateral: on credit or 
for future delivery, the Collateral ao\9&jrm&y be retained 
by the Pledge Agent until the full selling price is paid by 
the purchaser thereof, but the Pledge Agent shall not incur 
any liability in case of the failure of such purchaser to 
take up and pay for the Collateral so sold, and, in case of 
any such failure, such Collateral may again be sold pursuant 
to the provisions herein; 

(c) Instead of exercising the power of sale 
provided in Section 9(b) herein, the Pledge* Agent may 
proceed by a suit or suits at law or in equity to foreclose 
the assignment, pledge and security interest under this 
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Agreement and sell the Collateral or any portion thereof 
under a judgment or decree of a court or courts of competent 
jurisdiction; 

(d) The Pledge Agent as attorney-in-fact pursuant 
to Section 7 herein may, in the name and stead of Dr. 
Pharaon, Interedec (Ltd.), Interedec (N.V. ) and Company, 
make and execute all conveyances, assignments and transfers 
of the Collateral sold pursuant to Section 9(b) or 
Section 9(c) herein, and Dr. Pharaon, Interedec (Ltd.), 
Interedec (N.V.) and Company hereby ratify and confirm all 
that the Pledge Agent, as said attomey-in-fact, shall do by 
virtue hereof. Nevertheless, Dr. Pharaon, Interedec (Ltd.), 
Interedec (N.V.) and Company shall, if so requested by the 
Pledge Agent, ratify and confirm any sale or sales by 
executing and delivering to the Pledge Agent, or to such 
purchaser* or purchasers, all such instruments as may, in the 
judgment of the Pledge Agent, be advisable for the purpose; 

(e) The receipt of the Pledge Agent for the 
purchase money paid at any such sale made by it shall be a 
sufficient discharge therefor to any purchaser of the 
Collateral, or any portion thereof, sold as aforerfild; and 
no such purchaser (or the representatives or aspuhV^of such 
purchaser), after paying such purchase money arf^*ecgtaing 
such receipt, shall be bound to see to the ap^Cf'gati^y^f 
such purchase money or any part thereof or,^Kvly ' '.tmpenmr 
whatsoever be answerable for any loss, mljri^l&.atrai or 
nonapplication of any such purchase mone^; -or**iut^part 
thereof, or be bound to inquire as to toe** autihpr«ation, 
necessity, expediency or regularity sale; and 

(f) The Pledge Agent shaN^incifc^to liability as a 
result of the manner of sale of the^Myfoeral, or any part 
thereof, at any private sale conductedS^n a commercially 
reasonable manner. Dr. Pharaon, Interedec (Ltd.), Interedec 
(N.V.) and Company hereby waive, to the full extent 
permitted by applicable law, any claims against the Pledge 
Agent arising by reason of the fact that the price at which 
the Collateral, or any part thereof, may have been sold at a 
private sale was less than the price that might have been 
obtained at a public sale or was less than the aggregate 
amount of the Obligations, even if the Pledge Agent accepts 
the first offer received that the Pledge Agent in good faith 
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deems to be commercially reasonable under the circumstances 
and does not offer the Collateral to more than one offeree. 
To the extent permitted by law. Dr. Pharaon, Interedec 
(Ltd.), Interedec (N.V. ) and Company shall have the burden 
of proving that any such sale of the Collateral was 
conducted in a commercially unreasonable manner. 


SECTION 10. Application_ofLProceeds . If an Event 
of Default shall have occurred and be continuing, all 
proceeds of any sale or enforcement of the Pledge Agent's 
rights in respect Of the Collateral, and all moneys then 
held by the Pledge Agent as Collateral, shall be applied as 
follows: 

(a) first to the payment of all costs and expenses 
of such sale or enforcement including reasonable 
compensation to the Pledge Agent and its agents and counsel; 

(b) then to the payment in full of the 
Obligations, provided, however, that if at the time of such 
distribution the Obligations are not due, then the Pledge 
Agent shall hold all proceeds and moneys remaining after the 
payment of costs and expenses provided for by SectfgrW 10(a) 
herein until the Obligations are due and owing 

(c) then to the satisfaction in fuO‘ ; &fC^ 

indebtedness secured by any other pledge of the: ’.Collateral 
consented to by CCAH, provided that, if euch inM^^aness is 
not then due, then the remaining proceeds ’shal^be held by 
the Pledge Agent until such indebtedri^s pha $^5ecome due 
and owing; and \C J 

(d) any surplus remaining s^ft^'ce paid to Dr. 
Pharaon, Interedec (Ltd.), Interedec (rtfv. ) or Company or to 
whosoever may be lawfully entitled to receive the same. 


SECTION 11. Consents bv Dr. Ph araon. Interedec 
( Ltd . ) . Interedec (N.V.) and Company. (a) Each of Dr. 
Pharaon, Interedec (Ltd.), Interedec (N.V.) and Company 
hereby consents that, without notice to it: / 
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(1) at any time or from time to time, the time for 
performance of or compliance with any provision of the 
Option Agreement by Dr. Pharaon or Xnteredec (N.V.) may 
be extended or such performance or compliance may be 
waived by CCAH; 

(ii) any of the acta permitted in the Option 
Agreement may be done; 

(iii) the Option Agreement may from time to time be 
amended by Dr. Pharaon and Xnteredec (N.V.) and CCAH for 
the purpose of adding any provisions thereto or changing 
in any manner the rights of CCAH or of Dr. Pharaon and 
Xnteredec (N.V.) thereunder; and 

(iv) any collateral security (including the 
Collateral) for all or any part of the Obligations may 
be exchanged, surrendered or otherwise dealt with and 
CCAH's interest therein may be released and may or may 
not be perfected, all as CCAH in its sole discretion may 
determine; 



all without affecting the liability of Dr. Pharaon, 

Xnteredec (Ltd.), Xnteredec (N.V.) or Company he$rfhpder. 

(b) Each of Xnteredec (Ltd. ) and Cop 
consents to the jurisdiction of the courts ^ 
extent provided with respect to Dr. PharaojK^ahd 
(N.V.) in Section 19 of the Option Agreement?,', 
appoints the Process Agent referred to jChereift dibits agent 
for the purposes contemplated by said^Sectio^^md otherwise 
makes the same agreements as Dr. Ph^iapn.and.^Irtteredec 
(N.V.) under said Section. ‘ '* ' 

<& 

SECTION 12. Amendments. Etc .N/No amendment or 
waiver of any provision of this Pledge Agreement nor consent 
to any departure by Dr. Pharaon, Xnteredec (Ltd.), Xnteredec 
(N.V.) or Company herefrom shall in any event be effective 
unless the same shall be in writing and signed by the Pledge 
Agent, and then such waiver or consent shall be effective 
only in the specific instance and for the specified purpose 
for which given. 
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SECTION 13. Addresses for Notices . All notices 
and other communications hereunder shall be given in 
accordance with Section 20 of the Option Agreement. Such 
notices shall be sent to the following addresses. If to Dr. 
Pharaon, Interedec (N.V. ) or to CCAH, to the respective 
addresses specified in Section 20 of the Option Agreement. 

If to the Pledge Agent, at: 320 Park Avenue. New York, New 
York 10022, Attention: M*u*ft* . Cable: 4 »■/ *o . if to 

Interedec (Ltd.), at S SSST Attention: J Cable: 
. . If to Company, at 2000 Riveredge Parkway, 

Atlanta, Georgia Attention: Treasurer; . Cable: 859958, 

Answer Back: NATL BKGA.' 


SECTION 14. Continuing Assignment. Pledge and r 
Security Interest . This Agreement shall create a continuing 
assignment, pledge and security interest in the Collateral 
and shall (i) remain in full force and effect for the 
benefit of CCAH until the earlier of exercise of the Option 
or satisfaction in full of the Obligations, (ii) be jointly 
and severally binding upon Dr. Pharaon, Interedec (Ltd.), 
Interedec (N.V. ) and Company and their respective successors 
and assigns and (ill) inure, together with the rights and 
remedies of CCAH hereunder, to the benefit of CCAH £qd its 
successors, transferees and assigns. 


fence 


Upon the earlier of (1) payment of th< 

Price to the Pledge Agent and delivery to C( 
with Section 5 hereof of the shares of Comp 
pledged hereunder, or (li) satisfaction 1 
Obligations, the assignment, pledge and seeurlity^ipterest 
granted hereby to the Pledge Agent on hdaxlf ' 'vftyCAH shall 
terminate and the Pledge Agent will, of Dr. 

Pharaon, Interedec (Ltd.), interedec \^V. kjc^Company, 
deliver to Dr. Pharaon, Interedec (LtaSi ,.<Jn£eredec (N.V. ) 
or Company such documents as Dr. Pharaon&>nteredec (Ltd.), 
Interedec (N.V.) or Company shall reasonably request to 
evidence such termination. 



SECTION 15. Governing Law: Terms . This Agreement 
shall be governed by, and construed in accordance with, the 
law of the State of New York. Unless otherwise defined 
herein or in the Option Agreement, terms used in Article 9 
of the Uniform Commercial Code in the State of New York are 
used herein as therein defined. 
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SECTION 16. Headings . Headings used in this 
Agreement are for convenience of reference only and do not 
constitute part of this Agreement for any purpose. 


SECTION 17. Severability . The parties hereto 
agree , to the fullest extent that they may effectively do so 
under applicable lav, that in the event that one or more of 
the provisions hereof is held to be invalid, illegal or 
unenforceable in any respect in any jurisdiction, (a) the 
remaining provisions hereof shall not be affected or 
impaired and shall remain in full force and effect and shall 
be liberally construed in favor of CCAH in order to carry 
out the intention of the parties hereto as nearly as maj^ be 
possible, and (b) such invalid, illegal or unenforceable 
provisions shall not be affected or impaired in any other 
jurisdiction. 

IN WITNESS WHEREOF, Dr. Pharaon, Interedec (Ltd.), 
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[Seal] 


NBG FINANCIAL CORPORATION 


Title: 


Accepted: 


Bank of Credit and Commerce International, S.A. 
(New York Agency) 





(Seal] 


otercti 


Credit and Commerce 

American Holdings, N.V. 


Bv; 

Title: 
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PLEDGE AGREEMENT 
CERTIFICATE OF WITNESS 


The undersigned, 

, DOES HEREBY CERT iFY that on the 

gJK »day of December in^the year 1986, Dr. Ghaith R. Pharaon, 
personally known to me to be the person whose name is 
subscribed to the attached Pledge Agreement, dated as of 
December jj{r"1986, individually and as Managing Director of 
Interedec (Georgia) Ltd. and Interedec (Georgia) N.V., 
personally appeared before me and executed and delivered such 
instrument and acknowledged to me that, being informed of the 
contents thereof, he executed and delivered the same, 
voluntarily in his individual capacity and in his capacity as 
Managing Director of Interedec (Georgia) Ltd. and Interedec 
(Georgia) N.V., for the purposes therein stated. 

9 * IN WITNESS WHEREOF, I have hereunto set my hand this 
day of December, 1986. 


.A 


DISTRICT OF COLUMBIA) ss: 

,£H 

' , Op this, to day of December in the year 1986, before 
me Bakh_, a Notary Public in and for said District 

of Columbia, personally appeared AMiurfi, , 

personally known to me (or proved to me on the basis of 
satisfactory evidence) to be the person whose name is 
subscribed to the above Certificate of Witness, who executed 
and delivered such certificate and affirmed to me under the 
penalty of perjury that the facts certified to therein were 
true and correct. 


IN WITNESS WHEREOF, I have hereunto set my hand and 
affixed my official seal the day and year this itP* day of 
December, 1986. 



QaiaJL mkb 

Notary Public 


[Notarial Seal] 

My commission expires: 
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DISTRICT OF COLUMBIA ) Hi 

On this ifi * day of December in tha year 1986 , bafora 
sna Nam rl tbfii* . a Notary Public in and for said District 
of Columbia , personally appeared William W. Bates tini, 
personally known to me (or proved to me on the basis of 
satisfactory evidence) to be the person whose name is 
subscribed to the attached Pledge Agreement, dated as of v 
December 18, 1986, as the Treasurer of NBG Financial 
Corporation, one of the companies that executed and delivered 
such instrument, and acknowledged to me that, being informed 
of the contents thereof, he executed and delivered the same, 
voluntarily in his capacity as such, for the purposes therein 
stated, on behalf of NBG Financial Corporation as the free act 
and deed of such company. 


IN WITNESS WHEREOF, I have hereunto set my hand 
affixed my official seal this day of December, 1986^Vp > 




[Notarial Seal] 

My commission expires: 

1 1 ftg HmfatDmUmH. MM 
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-GJW OF NEW YORK ) 

STATE OF NEW YORK ) as: 

*' Nv _ On this iSZ2r day of December in the year 1986, before 
me S , vo^m.aJCc t s Notary Rubllc in and for g e ld Distric t rmSe* 

/o«40 C o lumbia , personally appeared and 

A, . personally known to me (or proved to me 

on the basis of satisfactory evidence) to be the persons whose 
names are subscribed to the attached Fledge Agreement, dated 

as of December 18, 1986, as a* and 

o. » of Bank of Credit and Commerce 

International, S.A., one of , the companies that executed and 
delivered such Instrument, and acknowledged to me that, being 
informed of the contents, thereof, they executed and delivered 
the same, voluntarily in their capacity as such, for the 
purposes therein stated, on behalf of Bank of Credit and 
Commerce International, S.A. as the free act and deed of such 
company . 


IN WITNESS WHEREOF, I have hereunto set my haryF^d 

r£>W- • 


affixed my official seal this iSL^day oi^ December, 1 


. p 


[Notarial Seal] 

My commission expires: 



Notary Publ 


rut 
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DISTRICT OF COLOMBIA ) 88 1 

On Ihia day of December in tha yaar 1986, bafora 
na rJjkA m.r BaUeL • • Notary Public in. and for aaid District 
of Columbia, personally appeared Robert A. Altman, personally 
known to me (or -proved to me on tha basis of satisfactory 
evidence) to be the parson whose name is subscribed to the 
attached Pledge Agreement, dated as of December 18, 1986,.. as a 
Managing Director of Credit and Cosmerce American Holdings, 
N.V. , one of the companies that executed and delivered such 
instrument, and acknowledged to me that, being informed of the 
contents thereof, he executed and delivered the same, 
voluntarily in his capacity as such, for the purposes therein 
stated, on behalf of Credit and Commerce American Holdings, 
N*V* as the free act and deed of such company* 



• 7Vi6 
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BOARD OF GOVERNORS 
FEDERAL RESERVE SYSTEM 
EXHIBIT 






SUBORDINATION AGREEMENT, dated as of December j_P, 
2986, made by Bank of Credit and Commerce International S.A. 
( "BCCI " ) in favor of Credit and Commerce American Holdings, 
N.V. ("CCAH"). 


PRELIMINARY STATEMENTS: 


(1) Dr. Chaith R. Pharaon ("Dr. Pharaon") and 
Interedec (Georgia) N.V. ("Interedec (N.V.)") have granted 
to CCAH an option (the "Option") to acquire the shares of 
NBG Financial Corporation ("Company") by agreement dated as 
of December LX, 2986 (as in effect at any time, the "Option 
Agreement") (all obligations, now existing or hereafter 
arising, of Dr. Pharaon or Interedec (N.V.) under the Option 
Agreement being hereinafter referred to as the "Option 
Obligations"). To secure to CCAH the propf&Npayment and 
performance of the Option Obligations, p^iSharaon, 

Interedec (Georgia) Limited ("InterediK: rjffctd. VyO, Interedec 
(N.V.) and Company have executed a £4iedg^&qp*ement dated as 
of December 1986 (as in effect •''at ah^-rape the "CCAH 
Pledge") in favor of CCAH, and cMlivered.’^^the Pledge Agent 
referred to therein the share^pf (Ltd.), 

Interedec (N.V.), Company and^he* , N a£Fpria 1 Bank of Georgia 
("NBG"), respectively. \$P 

(2) Dr. Pharaon, o^d&'own behalf and on behalf 
of certain related entities, nes borrowed from BCCI and 
availed of certain outstanding credit lines and facilities 
evidenced by promissory notes of Dr. Pharaon and secured by 
a Memorandum of Deposit dated January 1, 1985. BCCI also 
may provide Dr. Pharaon additional credit and banking 
facilities and accommodations, secured by a pledge from Dr. 
Pharaon, Interedec (Ltd.), Interedec (N.V.) and Company to 
BCCI of the shares of Interedec (Ltd.), Interedec (N.V.), 
Company and NBG, respectively. 





(3) The terms of the CCAH Pledge prohibit Dr. 
Pharaon, Interedec (Ltd.), Interedec (N.V.) and Company from 
continuing in effect the Memorandum of Deposit or making an 
additional pledge of the shares of Interedec (Ltd.), 
Interedec (N.V.), Company or Bank absent the consent of 
CCAH. CCAH is willing to consent to the continuing effect 
of the Memorandum of Deposit and a further pledge of the 
shares of Interedec (Ltd.), Interedec (N.V. ) , Company and 
NBG to BCCI provided that BCCI subordinate any and all 
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obligations, now existing or hereafter arising, including 
interest accruing thereon subsequent to any insolvency or 
similar proceeding, of Dr. Pharaon, Interedec (Ltd.), 
Interedec (N.V.) or Company to BCC1 (the "Subordinated 
Debt") to the prior payment and performance of the Option 
Obligations. 

Unless otherwise defined herein, terms defined in :: 
the Option or the CCAH Pledge shall have herein the meanings 
provided therein. 

NOW, THEREFORE, in consideration of the premises 
and in order to provide for the subordination required by " 
CCAH, BCCI hereby agrees for the benefit of CCAH as follows: 

SECTION 1. Agreement to Subordinate, XBCqi agrees 
<that the Subordinated Debt (including any li entire cubing all 
or any thereof) is and shall be subordinated . ttafPwteht 
and in the manner hereinafter set forth, rigfci^Mx payment 
to the prior payment and performance iiv^ fUil.iof/^he Option 
Obligations. /. 

SECTION 2. Loan Limi BCCS^fcrees that, so 
long as the Opt i on remains outstanding ' ajid/any of the Option 
Obligations remain unpaid, the agneget^^utstanding amount 
of the Subordinated Debt secured l^tihe/shares of Interedec 
(Ltd.), Interedec (N.V.), Company or\HBG shall not exceed' 
$140,000,000.00. 

SECTION 3. No Payment on or Enforcement of the 
Subordinated Debt . BCCI agrees not to ask, demand, sue for, 
take or receive from Dr. Pharaon or Interedec (N.V.), 
directly or indirectly, in cash or other property or by set- 
off or in any other manner (including, without limitation, 
from or by way of collateral), payment in respect of any of 
the Subordinated Debt, or enforce any rights or exercise any 
remedies in respect of the Subordinated Debt, unless and 
until the Option Obligations shall have been paid in full; 
provided , however , that BCCI may receive and Dr. Pharaon may 
make payments of principal and interest on the Subordinated 
Debt, if at the time of making of any such payment and 
immediately after giving effect thereto, no event of default 
under the Option Agreement or CCAH Pledge and no event that, 
with the giving of notice or the lapse of time, or both, 
would become an event of default thereunder, shall have 
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occurred and be continuing. . For the purposes of this 
Agreement , the Option Obligations shall not be deemed to 
have been paid in full until the Option shall have been 
exercised, cancelled or terminated in accordance with its 
terms, the Option Obligations have been paid in full and the 
CCAH Pledge shall have terminated in accordance with its 
terms. 


SECTION 4. In Furtherance of Subordination. BCCI 
agrees as follows: 

(a) Upon any distribution of all or any of the 

assets of Dr. Pharaon, Interedec (Ltd.), Interedec (N.V. ) or 
Company to creditors of Dr. Pharaon, Interedec (Ltd.), 
Interedec (N.V.) or Company upon the dissolution, winding 
up, liquidation, arrangement, reorgani z a twAi adjustment, 
protection, relief or composition of Dr/^wrffMi, Interedec 
(Ltd.), Interedec (N.V. ) or Company o^'h'ie debts, 

whether in any bankruptcy, insolven^cyr 

reorganization, receivership, proceedings 

or upon an assignment for the bpnefit»;'q^'yr editors or any 
other marshalling of the assej^^nd liabilities of Dr. 
Pharaon, Interedec (Ltd. ) , ) or Company, or 

otherwise, any payment or i bugifon of any kind (whether 

in cash, property or securities^Q^t otherwise would be 
payable or deliverable upon o^£tft/<£h respect to the 
Subordinated Debt shall be paiV'or delivered directly to 
CCAH for application to the Option Obligations until the 
Option Obligations shall have been paid in full. 

(b) If any proceeding referred to in subsection 
(a) above is commenced by or against Dr. Pharaon, Interedec 
(Ltd.), Interedec (N.V.) or Company, 

(i) CCAH is hereby irrevocably authorized and 
empowered (in its own name or, after 5 days notice 
to BCCI, in the name of BCCI or otherwise), but 
shall have no obligation, to demand, sue for, 
collect and receive every payment or distribution 
referred to in subsection (a) above and give 
acquittance therefor and to file claims and proofs 
of claim and take such other action (including 
enforcing any security interest or other lien 
securing payment of the Subordinated Debt) as it 
may deem necessary or advisable for the exercise or 



enforcement of any of its rights or interests . 
•hereunder; and 


(ii) BCCI shall duly and promptly take such 
action as CCAH may request (A) to execute and 
deliver to CCAH such powers of attorney, 
assignments or other instruments as it may request 
in order to enable it to enforce any and all claims 
with respect to, and any security interests and 
other liens securing payment of, the Subordinated 
Debt, and (B) to collect and receive any and all 
payments or distributions that may be payable or 
deliverable upon or with respect to th$ 
Subordinated Debt. 

(c) All payments or distributiox)s / .apo^ 
respect to the Subordinated Debt that az^rece. ^ * 


witL sJjel^ be 


be 

oy BCCI and 
lame form as so 


contrary to the provisions of this Agri 
received in trust for the benefit of/CCAH 

segregated from other funds and progfetfcV ^ 

shall be forthwith paid over to COT’lfptjfe, 
received (with any necessary endo^Seme^T, 

(d) Upon payment of the E^j^ise Price to the 
Pledge Agent, BCCI shall release the shares of Company and 
NBG from the lien of the pledge securing the Loan 
Obligations and shall execute such releases or other 
documents as CCAH may deem desirable to evidence such 
release. 


SECTION 5. Rights gf-&Ubr.gqatign. BCCI agrees 
that no payment or distribution to CCAH pursuant to the 
provisions of this Agreement shall entitle BCCI to exercise 
any rights of subrogation in respec,t thereof until the 
Option Obligations shall have been paid in full. 

SECTION 6. Option Obligations Hereunder No.t 
Affected . All rights and interests of CCAH hereunder, and 
all agreements and obligations of BCCI under this Agreement, 
shall remain in full force and effect irrespective of: 

(i) any lack of validity or enforceability of 
the Option Agreement, the CCAH Pledge or any other 
agreement or instrument relating thereto; 
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(ii) any amendment of waiver of or any consent 
to departure from the Option Agreement or the CCAH 
Pledge; 

(iii) any exchange, release or non-perfection 
of any collateral, or any release or amendment or 
waiver of or consent to departure from any 
guaranty, for all or any of the Option Obligations; 
or 


(iv) any other circumstances that might 
otherwise constitute a defense available to, or a 
discharge of. Dr. Pharaon, lnteredec><l^td. ) , 
Interedec (N.V. ) or Company in resp4ct>ef the 
Option Obligations or BCCI in res£epfc v 'of 'fchis 
Agreement. V* 

This Agreement shall continue to be^effectivO'j^oe 
reinstated, as the case may be, at any payment 

of any of the Option Obligatio^.^. ^eMiMed or must 
otherwise be returned by CCAH^jpdn tb^lmolvency, 
bankruptcy or reorganization o^f Dr^raetraon, Interedec 
(Ltd.), Interedec (N.V.) or Comparator otherwise, all as 
though such payment had not beenrode. 

*»■ 

SECTION 7. Waiver . BCCI hereby waives promptness, 
diligence, notice of acceptance and any other notice with 
respect to any of the Option Obligations and this Agreement 
and any requirement that CCAH protect, secure, perfect or 
insure any security interest or lien or any property subject 
to the Option Agreement or the CCAH Pledge or exhaust any 
right or take any action against Dr. Pharaon or any other 
person or entity or any collateral. 

SECTION 8. Addresses for Notices . All notices and 
other communications provided for hereunder shall be in 
writing and, if to BCCI, mailed or delivered to it, at the 
address shown below, if to CCAH, mailed or delivered to the 
address specified in the Option Agreement or as to each 
party at such other address as shall be designated by such 
party in a written notice to each other party complying as 
to delivery with the terms of this Section. All such 
demands, notices and other communications shall, when mailed 
or telegraphed, be effective when deposited in the mails or 
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delivered to the telegraph company, as the case maybe, 
addressed as aforesaid. * 

SECTION 9. No Waiver: Remediel |a No failure on the 
part of CCAH to exerciseTand^iodSl^yfh exercising, any 
right hereunder shall operate as a waiver thereof; nor shall 
any single or partial exercise of any right hereunder 
preclude any other or further exercise thereof or the 
exercise of any other right. The remedies herein provided 
are cumulative and not exclusive of any remedies provided by 
law. 


SECTION 10. Continuing Aqreeme^ifts . This Agreement ;• 
is a continuing agreement and shall remrfi'g? ih^full force and 
effect until the Option Obligations shalx hq£Obeen paid in 
full. The terms of the CCAH Pledge ptity^e^raat upon 
payment in full of the Option Oblig 9 t^pV,<^yfe CCAH Pledge 
shall terminate and the shares of I^Srad4c/(Ltd. ) , 

Interedec (N. V. ) , Company and NBC /shapj. released from the 
lien established by the CCAH PleTOe^Z/SS^ shall provide 
such documents evidencing such t^mi>ni£!i6n and release as 
BCCI may reasonably request. / T & / 

SECTION 11. Mi see 1 ^^ouffi VThi s Agreement shall 
be governed by, and construedT^aScrordance with, the law of 
the State of New York and shall Dbs/binding upon the 
respective successors and assigns of the parties hereto. 

This Agreement may not be amended unless such amendment is 
in writing and signed by BCCI and CCAH. 
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V ■ IN WITNESS WHEREOF, BCCX has duly executed as an' 

instrument under seal and delivered this Agreement as of the 
date first above written.' 

BANK OF CREDIT AND COMMERCE 
INTERNATIONAL S.A. 


t seal J Byt 

Title: 

Address for notices: 


CREDIT AND COMMERCE AMERICAN 
HOLDINGS, N.V. 

“r l^i Hr 

Title : 



7’(i)0 
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nu> imim cirr 


NOB CRT A.ALTMAN 


s£&»+t 

S/S *4Zcn*t*etiterfS&>*%u* 
'2000S 


May 8, 1986 


BOARD Of GOVERNORS 
FEDERAL RESERVE SYSTEM 
EXHIBIT 


>&>/?/ 


DtHKCT UNC i*OI| u«-«u 


Mr. Svaleh Maqvi 
Bank of credit and commerce 
International 
100 Leadenhall Street 
London# England EC3A 3 AD 

Dear Mr. Navqi: 

I am enclosing the memoranda 
of the National Bank of Georgia t 
Luxembourg. Several points shou 

1. The memoranda conside 
investors of 50-60 million dol 
addition to cash. It is hope 
involving CCAH stock vould not 
that is required vould have to coin 
held by the investors since CCAH itself is not now acquiring 
the company. When the investors subsequently contribute the 
NBG stock to CCAH# and receive additional shares of the 
Company, it will - depending on valuations - effectively 
dilute the initial ownership position of Dr. Pharaon in CCAH. 



the acquisition 
cussed in 
d: 

r ble payment by the 
eir CCAH stock in 
negotiations a payment 
ssary. Any such payment 
rom .the stock currently 


2. In discussions with Dr. Pharaon# it should be noted 
that significant tax advantages would appear to accrue to him 
by reason of the sale to the investors rather than a sale to 
NCNB. 


3. In an analysis prepared by Mr. Scoff one. Senior Vice 
President and Treasurer of First American Bankshares# NBG 
financial statements as of March 31# 1986 were used which 
disclose stockholders • equity of 93.9 million. This figure 
is# of course# higher than the year-end numbers on which we 
had been relying# and which Dr. Pharaon had mentioned. 

4. In making our analysis# certain assumptions were 
necessary. These have generally been explained in footnotes 
in the documents. 


75s .<\ 



IP 
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Mr. Swaleh Naqvi 
May 8, 1986 
Page 2 


5. Tha transaction va structured contemplates $60 
million in debt. It would ba appropriate if BCCX itself 
wished to consider being a lender. 


6. Our review makes clear that the creation of a 
separate company to acquire NBG until CCAH is able to own it 
would raise significant financial problems. Were our inves- 
tor (s) to purchase the bank individually^ or as a group, we 
could avoid these problems, including/t&xreation of signi- 
ficant goodwill on the books of the 


7. Zt is hoped that negoti 
for $160 - $175 million in cash ' 
provides information concernin< 
it is clear that we are near! 
chase is too expensive. An 
from NCNB. 


We understand that NC 
acquisition, and several brol 
increasingly important to cone: 
other as soon as possible. 



produce a deal 
tock • Mr . Scoff one 
ther bank sales, but 
at which this pur- 
never seen a written bid 


feaked news of their NBG 
'are aware of it. It becomes 
[ide this matter one way or the 


If you have any questions, please call me. I trust you 
will forward this information to Mr. Abedi. 

Sincere! 


Sincerely, 

Robert A. Altman 


Enclosures 


n v ;•*> 



S/S ^Zen*t4to£ou0S&*n tt* 
^ssd^&^sm & 2000S 





September 4, 1986 


VIA COURIER 


Mr. Svaleb Nagvi 
Bank of Credit and Commerce 
International 
100 Leadenhall Street 
London, England EC3A 3 AD 


Re: Potion to Acquire NBG Pi 


Dear Mr. Naqvi: 

I enclose the following 
connection with the proposed o 
Corporation (NBG Financial) and 

Phiraon; 


^c/x>o ration 



for your review in 
fcquire NBG Financial 
rfh by BCCI to Dr. 


1. Option Agreement: 

2. Loan Agreement; 

3. Pledge Agreement; 

4. Subordination Agreement; and 

5. Unconditional Guaranty. 

The main features of these documents are summarized in Attach- 
ment A. They assume that there is no debt secured by the 
National Bank of Georgia (NBG) shares except as may be later 
authorized with respect to the BCCI loan to Dr. Pharaon. 

In addition, I enclose a "back-up” option which would 
also be executed by Dr. Pharaon and Interedec (Georgia) N.V. 
whereby one or more of the individual shareholders of CCAH 
would be in a position to acquire NBGFC at the same purchase 
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Mr. Swaleh Naqvi 
September 4 V 1986 
Page Two 


price in the event that CCAH is legally unable to do so within 
the 18-nonth period available under the main option. 


Zn. addition to the documents accompanying this letter, 
payment of the option fee by CCAH and e&dfcution of the BCCX 
loan agreement with Dr. Pharaon would Reconditioned upon 
receipt of routine opinions of. counsel tq^ertain general 
natters set forth on Attachment B. / c 


Z loot forward to discuss^ 
after you have had an opportunij^&S 


'Jr*. 

documents with you 



them. 


Robert A. Altman 


Enclosures 
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f\ IrrftA/j or-^ 

6 /X3 /? 3 ’ 

, .. l/i&j/Si*- Stf/v/c-W. 

2 0. what was] the amount of the secono rights 

3 offering with respect to the. National Bank of Georgia 

4 that you Indicated took place approximately a year 

5 later? 

6 A. I bel leve i t was approx imate ly 3150 nil I ion* 

7 But again* I don*t recall exactly* 

8 0* And were all of the funds raised in that 
8 rights offering devoted to the acquisition of the 

10 National Bank of Georgia? 

11 A • 1 don v t be I I eve that they all were* no* 

12 Q, Do you recall what portion of them were not so 

13 devoted? 

14 a • well* the cost of the National Bank of Georgia 

15 transaction was approximately 3255 million* Whatever 
18 was raised in a demon to that was used for working 

17 capital of the company or to meet regulatory 

18 requirements* 

tg And there was no relationship between the 

20 excess amounts and any other particular transaction* we 

21 just made a rights offering anticipating the need for 

22 continued working capital because primarily of the 


ALD CASON RIPORTSNG COMPANY, !NC. 

*.#• rs r A7I.0300 



100 lEAOENMALL STREET LONDON EC3A 3AQ 


OATE. 


lj* January 1986 


fROM 


Subject 


Shahid Jamil 


Mr Agha Hasan Abedl 
The President, BCC 

cc Mr S Naqvi 


VALUATION OP CCAH SHARES 


INTRODUCTION 


In recent years, the banking Industry in the USA has virtually 
led all other industries in the number of mergers and acquisitions. 
Most banks are beginning to seek economies of scale which are 
being forced upon them by nonbanking financial institutions and 
interest rate deregulation. In this context, the hightened 
bank merger and takeover activity can be seen as one response 
to these earning pressures as individual banks now seek to tap 
new and relatively attractive markets, to develop larger customer 
bases over which to spread fixed costs, to maximise opportunities 
to price on a value added basis and to support development of 
new technologies. 

MAJOR INVESTMENT VALUATION FACTORS 

1 Given the initiative of individual states in passing interstate 
banking legislation and the sanctioning of this process by 

the judiciary system, the nature of current merger activity 
is shifting in favour of interstate combinations. At pr esent , 
27 states have passed some fosm-af--ieg*»i«r toft Tiritn “ qjfygrjal 
other states currently considlQ&if :i£e 'ibsue. LooRin^papead, 
merger activity is likely to lncreaac'.'bpth in numbers of | 
transactions and in size of aysn^gfr-deal ; While [qq^e.-oT! 
the most visible mergers to d ite"^av * xiccutsad 
East and New England (whose states were early in passing recip- 
rocal interstate legislation) it is probable that other regions 
of the country will have significant mergers of their own. 

2 Merger activity is likely to continue to be dominated by 
transactions made between regional banks. At the same time, 
Interstate legislation has been enacted by an increasing number 
of states. Interstate merger activity is no longer a sole 
prerogative for the states in the SouthEast and New England. 
Regional banks with strong franchises in their home states 

can be expected to seek entry into new markets aggressively. 
Indeed, given a relative scarcity of attractive potential 
combinations in most states, there has been a strong incentive 
for banks interested in making acquisitions to move quickly 
to reach understandings. 

3 Considering the growing scarcity of suitable banks for 
acquisition, the fast pace of recent merger agreements and 
the acquisition premiums which have continued to grow higher 
(premiums of better than two times book value have been quite 
common) many investors in acquired institutions continue to 
be rewarded handsomely. 
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4 The rising trend In premiums paid relative to book values 
of acquired Institutions have increased noticeably over the 
last three years (1983/4/5) and particularly in the first 
three quarters of 1985 compared to earlier periods. The 
efficiency of the market in discounting potential takeovers 
has made it increasingly difficult for future acquirers to 
profit from possible future mergers. Increasingly high 
premiums over book value will be commanded by medium sized 
institutions with strong market franchises, good asset quality 
and superior records of profitability. 

SPECIAL ADVANTAGES APPLICABLE TO FIRST AMERICAN BANKS HA RES 

1 In addition to the applicable factors listed above, First 
American Bankshares has banks in 5 states (Including DC) where 
each bank has a network of branches covering its respective 
state. It is the only mult iatate bank holding company in 
the USA which has full service commercial operations in both 
New York and the nation's capital. It owns and operates 

a network of 212 branches of First American Banks in New York, 
Maryland, Virginia, Washington DC and Tennessee. 

2 First American Banks are also uniquely positioned to take 
advantage of the compact between 13 SouthEastern states, half 
of which have passed interstate banking legislation and the 

» others are considering the same. On this basis. First Americ- 

an Banks will have the legal' right to expand by setting up 
or acquiring banks in a growing number of neighbouring states. 

3 Many US money centre banks, particularly those from New York, 

who have so far been largely excluded from Interstate banking 
are very keen to buy First American Bankshares because of 
its rare and unique franchise of having banks, ia 5~ebsC *g*l 
and the possibility of these banks , , - gaining accMS 

to other states. Many New YoiC'BanfcS' are. particularly keen 
to enter the Washington DC market because <ef the large 
Government business and foreigri tffrfrf friiSlnTif 

and related spinoffs which are far flint I ill Jli il I ed by nnmr 
Washington DC banks. 

BASIS OF VALUATION OF CCAH SHARES 

1 In order to gauge the rising trend in premiums paid relative 
to book value, we give overleaf data on many selected commercial 
bank mergers over the past three years, 1983/4/5* This data 
is useful in drawing conclusions regarding the premiums paid 
by domestic acquirers for banks which have a presence in one 
state only. 


J73J 
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Banka Acquired 100% Announcement Date Times Book Value 


1983 


Bank of Commerce 

04.01.83 

1.62 

Peachtree Bancshares Inc 

19.04.63 

2.12 

Ellis Banking Corp 

16.08.63 

1.79 

First Bankshares Corp of 



South Carolina 

02.09.83 

1.78 

Florida Coast Banks Inc 

19.09.83 

1.79 

Florida Coast Banks Inc 

29.09.83 

1.99 

Southwest Florida Banks Inc 

26.10.83 

1.79 

1984 



First National Bank A 



Trust - Kearney (NJ) 

14.02.84 

2.10 

Florida Coast Banks Inc 

14.03.84 

2.05 

Citizens Trust Co (VA) 

11.04.84 

2.48 

Georgia Bancshares Inc 

11.05.84 

2.70 

Trust Company of Georgia 

29.06.84 

2.07 

NBC Bancshares Inc (LA) 

29.08.84 

2.12 

Centran Corp (OH) 

24.09.84 

^-8.58 

1985 



First Atlanta Corp (GA) 

17\G6V65;\* 

• ~^j.26 

DC Nat'l Bancorp Inc (DC) 

01.07.e5 

— “7.79 

Bankers Trust of S. Carolina 

03.ot.8T’ 

2.37 

Union Trust Bancorp (VA) 

16.07.85 

2.49 

Arizona Bancwest Corp (AZ) 

29.08.85 

2.64 

United Bancorp of Arizona(AZ) 

05.09.85 

2.66 

Citizens k Southern Corp(SC) 

17.09.85 

2.53 


2 In view of the fact that First American Bankaharea can also 
be acquired by another foreign bank holding company and has 

an existing interstate presence in 5 states and is also uniquely 
positioned to expand into other neighbouring states, it would 
be appropriate to conservatively value this in the middle 
of the above spectrum of banks acquired by domestic acquirers 
in 1985 which would be around 2.50 times latest twelve months 
book value. 

3 In conclusion, the rising profitability trend of First American 
Bankshares over the past 3 years since its acquisition by 
Middle East Investors in 1982, may well enable them to receive 
a higher premium than 2. 50 times book value from interested 
buyers . 



Shahid Jamil 


j 7 j / 
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Bank of Credit and Commerce International 

SOOntANONTMC I 

100 LEAOENMAUL STREET LONDON CC3A 3A0 


16 May 1988 


fkr7 •Rob’e rt A 1 1 main'! * 

Clifford 6 Warnke 
81 5 Connecticut Avenue 
Washington O.C. 20006 
U.S.A 


Dear Mr Altman 


Pursuant to our telefax message of 31 March 1988. we enclose 
certificates numbered 72 an<§v of the shares of Credit 
and Commerce American Holdi%s^\N. V. registered respectivley 
In Mr Clifford's name and 

Also enclosed is a statVqj^j^ A) giving detlals 

of the new share cenlficatesS^5^$„© ( 


With best regards. 
Yours sincerely* 





Encs 


PHONES 01-283 K66 TELEX 092251 FAX 01-6269596 

I mr-rf m .nt* tm Ltu emlm m rg A S mkmmh m ri «^/WT7 U*44t*y» ftMjrmtm, mr^f S A 
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MAY 6 *91 14:05 


HILL and KNOWUON 


Hill and Knowtton 
Put>kc Affairs Worldwide Co. 
Washington Harbour 
901 31 st Street. N.VV. 
Washington, D.C. 20007*3836 
202-333*7400 
Telecopy 202-333-1638 
Telex 440143 HKDC 

Frank Manklewicx 

Vice Chairman 


MEMORANDUM 



Attached la the First American memorandum addressing the 
issues concerning Mr. Clifford’s and Mr. Altman's ownership 
of the Company's stock. 

I believe First American has fully covered this subject, 
and then some, and I hope you will find the detailed 
information provided to be of use. 

I would like to stress a few points: 

- The fundamental contention of The Washington Post 
story of May 5, indeed its lead sentence - is untrue, 
and worse, never supported in the remainder of the 
article. The Post says regulators were told "that 
BCC2 would have no financial relationship with First 
American and its senior management . " No such 
statement was ever made. In fact. First American was 
free to have financial dealings with BCCI on an arms- 
length basis - as it did with many banks - and audits 
have confirmed that no impropriety occurred. As to 
financial dealings with senior management, I have no 
idea what representation or discussion the Post is 
talking about. 

- These investments were not secretive ownership; 
rather, the Di rectors . had full knowledge of both the 
purchases, and approved them. They were also 
encouraged by shareholders, and the ownership was 
timely reported to regulators, as required. 
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- The loan from BCCI was made with the advice of New 
York counsel who had been Involved in the original 
regulatory proceedings. None, then or now, believes 
the loan contravened any commitment to the Federal 
Reserve. And even if one reads the one sentence of 
the 1981 application with the interpretation the Post 
suggests, it seems to me this is a hypertechnical 
issue, considering the loan was repaid in full, with 
interest, more than three years ago. 

* - If you look, and I strongly encourage you to do so, 
at compensation packages provided other senior 
officers at comparable institutions, by any 
reasonable standard the compensation of Mr. Clifford 
and Mr. Altman for the past nine years is modest. As 
you know, mi 1 1 ion-dollar-plus salaries and extensive 
corporate perquisites are commonplace; Mr. Clifford 
and Mr, Altman had neither. 

- Mr. Clifford’s and Mr. Altman’s stock interests in 
First American are not subject to divestiture in 
connection with allegations concerning BCCI's alleged 
control over any CCAH shares. 
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Recent questions have been received concerning stock 
ownership in First American by Mr. Clark Clifford and Mr. 
Robert Altman. Absent compelling reasons for public 
disclosure, Messrs. Clifford and Altman consider their 
financial affairs to be private and confidential. 

Nevertheless, in the interest of a^full understanding of the 
facts- and.to r avoid; unwarranted speculation or error, the 
following compilation of- facts has been prepared on this 
subject. 

Clark... Clifford was. asked by. the shareholders and Board to 
serve ^ as rchainnaiL of j First American, in. 1982 in connection with 
the' acquisition, of the Company; When he accepted the** 
position;" he informed them that while he intended to devote 
his energies, to building, and. revitalizing, the Company, he, was 
aware,. that^ s.6.ccess^ was not assured, and was* there forer nbt* ' • 
preparjed. t'br abcept" a. large salary . He and the Board* agreed 
that he" would' accept" a“ payment of $50,000 per year. This has 
remained unchanged for. the past. nine years. 

It was Mr. Clifford's feeling that if he and his partner, 
Robert Altman (who was' to become president of First American 
Corporation, but without salary) , were successful in develop- 
ing the potential of the franchise, and able to increase 
substantially the value of the stockholders' investment, he 
would expect that later on he and- Mr. Altman would be given 
the opportunity to acquire stock in the Company. In that way 
they might profit from their efforts. In- effect, they took on 


Neither Mr. Clifford nor Mr. Altman has received any of 
the perquisites such as use of corporate aircraft, life or 
health insuratsee, club** memberships*,' profit: -sharing arrange- 
ments, pensions, or cash bonuses which are usually a part of 
compensation packages for individuals in similar senior 
positions in banking. Mr. Clifford, as Chairman, was provided 
access to a company car beginning znid-1987. Mr. Altman has 
never had a company car. 
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the task on a contingent basis*—' 

The first four years were a period of intense effort by 
Mr. Clifford and Mr. Altman with major investments of their 
time and energy* Each bank was carefully analyzed, and a 
close association with the directors, officers, and employees 
was developed. Basic bank strategies, financial targets, and 
operating- procedures Were, set , . and additional banking 
professionals were recruited * to supplement the existing 
officer group The banks began to flourish. Substantial ... 
growth came from: within, but. also, some strategic acquisitions 
were madey- particularly* in New York^-and Virginia. v 

By I986y ip- was clear that the project was thriving under 
the stewardship of Messrs. Clifford and Altman, and successful 
years lay ahead.-- In -those, four years^-assets had increased 
from $2 ,.3 billion to $7.2 billibn. Deposits grew from $1.8 
billion" to .$5.9* billion. . Annual, income; had doubled from. $20 
million to $41- million*- The prof it to the shareholders *Dn “ 
their investment was large .and growing.. Given this degree of 
progress y -It -then appeared appropriate .to Messrs . Clifford and 
Altman, and to the -Board and shareholders, for each .of them to 
acquire stock in the Company* • 

As the Company--" grew,! .funds - heeded fdr expansion were. ' 
raised by periodic rights offerings to the shareholders. (The 
first such of fering , took place. in . 1983. ) . In 1986 a,.rights 
offering of $150 million was made. If an offering was 
undersubscribed by -the existing shareholders, the shares not 
purchased would be offered by the Bgard, at its discretion, 
to other persons at the same price. This occurred in the 1986 
offering, which gave Messrs. Clifford and Altman the 
opportunity to purchase some of the unsubscribed shares. Mr. 


—'The firm of Clifford & Warnke has served as general 
counsel to First American and its parent holding companies — 
which do not have in-house corporate legal affairs departments 
— since 1982 with Board and shareholder approval. 

Appropriate bills have been submitted for legal services 
rendered in accordance with firm practice. A number of other 
highly regarded law firms also have rendered ongoing legal 
services and advice to First American and its parent companies 
over the years. Mr. Clifford and Mr. Altman have participated 
in the partnership income of Clifford & Warnke as members of 
the firm. 

Clifford & Warnke 's representation of the shareholders 
had existed for some four years prior to 1982. The legal 
representation of First American would have occurred after the 
acquisition without regard to whether Mr. Clifford and Mr. 
Altman accepted corporate positions at the Company. 
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Clifford bought 4495 shares for $9.9 million and Kr. Altman 
bought 2247 shares for $4.9 million. First American 
shareholders encouraged the purchases, and the directors of 
First American's holding company approved the transactions. 
Such ownernsip was also reported to the Federal Reserve and 
appropriate state banking authorities in annual filings made 
by First American. 

The price paid for the shares by Messrs. Clifford and 
Altman was exactly the same price that was paid by all the 
shareholders — book value. Selling stock at book value to 
raise capital is a practice that was followed in all First 
American offerings? the same practice was followed by First* 
American's subsidiary banks in selling shares to the public. 
Mr. Clifford and Kr. Altman never received any gifts of stock, 
stock options, incentive stock awards, or discounted purchase 
prices for stock. 

After negotiating with two foreign banks, the purchases 
were financed by 18-month (Libor based) loans from BCCI - the 
bank that had served as the investment adviser and 
communications link to the shareholders of First American 
since the purchase of the Company.—' The loans were 
negotiated at arms length, with the advice and assistance of 
New York counsel to Clifford and Altman, and were concluded on 
a non-recourse basis, fully collateralized by pledges of the 
shares. To service the loans, substantial interest payments 
were made while the loans were outstanding, by both Messrs. 


— 1 ' A question was raised concerning representations made to 
bank regulators in 1981 in connection with the acquisition of 
the Company that BCCI would not be a lender with respect to 
the "acquisition” by the investors of the shares of the 
Company. Counsel to First American has confirmed that this 
representation was intended to relate solely to the tender 
offer financing in 1982 to acquire the Company, and there was 
no blanket regulatory prohibition against later borrowings 
from BCCI or any other bank. 

It should also be pointed out that throughout the time of 
these transactions there was no reason to consider the 
involvement of BCCI as a lender to be inappropriate or 
controversial. Indeed, given BCCI's familiarity with First 
American and its owners, it was in an excellent position to 
consider the value of the collateral being offered for the 
loan. The current notoriety about BCCI did not occur until 
late in 1988 in connection with charges of money laundering, 
and allegations that BCCI may have gained control over seme 
First American stock at some time during the past nine years 
arose subsequently in 1989 and 1990. 
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Clifford and Altaian. 

As a result of the purchases, Mr. Clifford and Mr. Altman 
had stock ownership that was consistent with customary share 
incentive plans for senior corporate officials in the United 
states. Messrs. Clifford and Altaian retained legal titl4 to 
the shares at all times, including voting rights. 

In 1987, with First American continuing to thrive, 

Messrs* Clifford and Altman, as shareholders, participated in 
the next capital rights offering by the coaipany, each 
subscribing to his respective pro rata allotment of shares. 

Mr. Clifford bought 951 shares for approximately $2.3 million, 
and Mr. Altman bought 475 shares for approximately $1.15 
million. Again, First American shareholders encouraged the 
purchases, and the directors of First American's parent 
company .approved them. The ownership was again reported to 
the banking authorities. They were financed in a manner 
similar to the 1986 purchases. 

in 1988 when First American was enjoying a record year 
and shares of banking companies similar to First American were 
trading at signifiant premiums, Messrs. Clifford and Altman 
decided to sell a portion of their holdings. By that time the 
shareholders had invested approximately $550 million in First 
American; based on numerous, published banking transactions in 
the United States during this period, the Company was 
conservatively worth $1.5 billion (based on a multiple of book 
value) , leaving a potential profit for the shareholders , after 
only six years, of approximately $1 billion. 

In response to Messrs. Clifford and Altman's inquiry, 
another of the existing shareholders of the Company made an 
offer to purchase 4800 shares, for cash, at $6,800 per 
share. — ' We understand that other sales transactions 
in the stock between other shareholders were made at similar 
prices. We are informed, for example, that another 
transaction between investors occurred during this period at 
approximately $6,100 per share. In March 1988 Mr. Clifford 
accepted the offer and sold 3200 shares representing 


U The purchaser later died in 1990 and his heirs now have 
claimed legal ownership of those holdings. At the time of 
this transaction, neither Mr. Clifford nor Mr. Altman knew 
whether the purchaser, a wealthy investor, had obtained 
financing for the purchase, or the source of any such 
financing. Nor was there any reason for them to have inquired 
as to these matters. 

Recent information provided by the purchaser's estate 
representatives indicates that the purchaser has no personal 
loans from BCCI and that his First American shares are not 
pledged to BCCI. First American has no independent 
information about such matters. The shares, which were 
purchased in the shareholder's personal name, are claimed as 

a- v rst~4- a.-** 
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approximately 60% of his holdings? Mr. Altman sold 1600 shares 
representing approximately 60% of his holdings.—/ 

On March,?31 r -1988 r Messrs. Clifford and Altman received 
$21 , 760^gp0iand<s$ip>880y000 respectively for the purchase of 
their -stock* ' -Using- the proceeds of the sale-, ..Messrs* Clifford 
andl'-Altman-. paid - off - in . full-- the -principal and "remaining 
interest on their loans that same day. As shown in the table 
below, after repaying all the indebtedness, commissions, and 
Federal..and state taxes, Mr. Clifford's, net cash from the sale 
was- approximately $2.75 million? and- Mr-. Altman had: received 
approximately^ $1.35 million . .Each; owned,-’ and continues to 
own, the-balance of his stock. free and clear. 


Clark M. Clifford ■ ’ 


- -*r;.Aaount.. : Receiyed- ..c ; 

$2-lV 7 60,000'. 00 

Less: 

r- -Costs -and expenses paid. , 

*. r .. • • Repaid Note-.-pf July ^25 , .1986 

Repaid Note of August 14, 1987 
.. ._Interest..paid on loans 
.-5... Commission-. onr.salerr =• ny ... 

..*c • Subtotal t.\ “ • • **: . 

; (9*960,920.00) 
(2,310,930.00) 
.(-1,411,831.00) 
* (1,500,000.00) 

$•_ 6,576, 319. 00 

Stater and .Federal Taxes (approx.) 
Net -cash to Clark M. Clifford 

(3 ; 825 ! 000 . 00) 
$ 2/752,319.00 

Robert A. Altman 


Amount Received 

$10,880,000.00 

Less: 

Cos_ts_and expenses paid 
Repaid Note of July 25, 1996 
Repaid Note of August 14, 1987 
Interest paid on loans 
Commission on sale 
Subtotal 

(4.979.352.00) 

(1.154.250.00) 
(725,289.00) 

L7.5.Q,, 009, , 0 , 0 .) 

S 3,271,109.00 

-State -and Federa 1.- Taxes^ (approx, j 

Net cash to Robert A. Altman 

^ (1.918.000.00) 
1,353,109.00 


It is incorrect to assume that the rhai ^s retained by 
Cliff ord~and Altman could be -assigned the same value per share 
as those sold to ‘one interested purchaser. 
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In 1989 another rights offering was made to the 
shareholders. Again, Messrs. Clifford and Altman each 
purchased the pro rata n umb er of shares available to them with 
the approval of the Company's directors; the resulting 
ownership was reported, to the regulatory : authorities . These 
purchases were not .financed through any bank. 

In 1990 a sale of $30 million of convertible debentures 
was offered to shareholders. Again Mr. Clifford and Mr. 

Altman, purchased their . pro rata allotment, .of the debentures 
without .-financing from- any.; bank.. Mr. Clifford purchased a 
debenture... with a face amount of /approximately $250,000 and Mr. 
Altman .purchased a debenture of approximately $125,000. Each 
continues jto. ~ho Id .their debentures c:* y-\ ■ . ■ 


-r* Mr e^Cl iff ord and J4r r. : Altman . remain * .sroa 1 l.r sha reholders o f 
the- Company; owning . -83 and .-41 percent, .respectively, ; of the 
shares.^u.tstanding . - Their .stock f owner ship .-continues to/be 
reported in .annual filings. with bank regulatory authorities. 
Mr. Clifford and Mr. Altman have continued to have all right, 
title;; .-and; interest .in the .shares registered- in their- 
respective names. There is no existing lien or claim against 
the. shares by., any person ; or ^ent i ty. . There is no way to . place 
asvalue on Mr ^«Clif ford^s. and -Mr irAltmanf siipresent. .stock*- . 
holdings ibecause there :1s nocmarket for the shares*.-. 

In ■ summary , at least two points should be emphasized: 

1) The financial benefits received by Mr. Clifford and 
Mr. Altman over the past nine years, however computed, are 
exceedingly reasonable when compared to executives in similar 
positions. It is also important to note the enormous value 
they have been central in creating for shareholders. 

.-2) There was no reason at the time of these transactions 
for any one to consider the role played by BCCI to be 
remarkable or inappropriate. The transactions, including BCCI 
loans, were reviewed at the time by other legal counsel for 
Mr. Clifford and Mr. Altman who were familiar with the history 
of the case and all relevant factors. 
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July 25, 1986 


Bank of Credit and Commerce 
International (Overseas) Ltd. 

H O Ua - Mii^l) Stre e t Fort Street, P.0. Box 1359, 

loiulerii :.r.j i-CiA 3 AD George Town, Grand Cayman. 




Note and Pledge Agreement for US $9,960,920.00 dated 
July 25, 1986 ( M Note”) payable to the Bank of Credit 
and Commerce International (Overseas) Limited 
("BCCI") by Clark M. Clifford (the "undersigned 1 * ) of 
same date for the stock of Credit and Commerce 
American Holdings, N.V. ("CCAH"). 


Gentlemen: 


With regard to the Note and the Pledge Agreement (jointly 
referred to herein as "Loan Documents"), notwithstanding 
any provision of said Loan Documents to tfSteObcuitrary, BCCI and 
the undersigned hereby confirm and agre/ as‘’fct>J2o*/s^ : 

1) Certain clients of BCCI have^given BCCI"* s' 

commitment to purchase any and Yll^ of the urifrei^v. 
signed's CCAH shares at such time aVvfche u.nderiH’fcg^d 
wishes to sell said shares. • /*'* 7 


2) BCCI shall arrange for the sale of said CCAH S stv$ 7 es 
to such clients, or to other interested buyers in 
such manner, amount, and at such prices as BCCI and 
the undersigned shall mutually determine. BCCI and 
the undersigned shall consult as to the timing of 
such sales, the sales price per share, and the 
amount of shares to be sold. This shall serve 
further to confirm that BCCI is authorized to sell 
the CCAH shares as stated herein. 

3) If for any reason there is a delay in arranging the 
sale of said CCAH shares and the Note becomes due, 

• BCCI shall assist in refinancing said loan and 
n interest accrued thereon on the same basis as the 


BOARD OF GOVERNORS 
FEDERAL RESERVE SYSTEM 

EXHIBIT 
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Bank of Credit and Commerce 
International (Overseas) Ltd. 
July 25, 1986 
Page 2 


Note provides, or shall roll over the Note for such 
periods as may be mutually agreed between BCCI and 
the undersigned. 

4) 


5) 


If the foregoing correctly sets forth your understanding 
of the transaction, please indicate in the space provided 
below. 

Sincerely, 

SQOjSUA — 

Clark H. Clifford 


Understood and Agreed: 



As a result of the arrangements set forth in 
paragraph 1, BCCI has a ready market for the CCAH 
shares held as collateral by BCCI to secure 
repayment of the Note. Accordingly, and, not- 
withstanding any provision of the Note or Pledge 
Agreement (or any other document relating to thd 
loan by the undersigned to BCCI) to the contrary. It 
is understood and agreed that the undersigned shall 
not be obligated personally to repay to BCCI the 
loan principal or any interest accrued thereon. 

BCCI shall be limited solely to the undersigned's 
interest in the CCAH shares and any proceeds thereof 
to repay the loan and interest thereon as set forth 
in the Note and related documy*^. Proceeds from 
the sale of CCAH shares in ex^efet^ef the amount 
sufficient to pay the princi/al a#&Nrii^erest due on 
the Note shall be paid to tKe^nde^sigR^d. 

In the event BCCI assigns the Nb<e- toV/any v btyufaw 
party, such assignment would be subject 
governed by the undertakings and conf irmatiidns Vet 
forth herein. ’ O,-:- / 


1713 
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8/p l£r*i ie< *s** f Ssfi+H' f>' 
fCC'flo 


July 25, 1956 


Sank cf Credit and Corktree 
International (Overseas) Ltd. 
100 Leadenhall Street 
London# England EC3A 3AD . 

ATTN: Mr. Swaleh Nagvi 


Gen 


cr.e-: 




I an enclosing an executed note of the Bank dated July 
25# 1526, ("printed r.ctc") which cor.sti t.-*-s an exhibit to th» 
type i Rrcnissory Kot d^h-i July 25, 1935 ("typed note*), 
conr*r..irg a loan to t y he\nde: sig.-.ed in the a. vjr.t of 
$4# 575# 352 .00. / 

It is expresslri^-«ts^®oi and agreed that# notwith- 
standing any prcvisleVin the pr.inted note to the contrary# in 
any ar.d all instances vfc4;e there is a conflict between the 
provisions cf the typed note and the provisions of the printed 
note.# including# without l\miracion# v provisions concerning the 
term of the note# source ef x *«^ay;r.ent| and collateral# the 
typed note shall in all respeirs-govern and control. Zf the 
foregoing correctly sets forthVto; understanding of our 
agreement concerning the above rfc^trenced loan# please execute 
this letter in the space provided^feelov. 


AGREED A2Q CNJSRS7C0 f J: 


BY: _ 

bask c* cf.iVrr and cchV*> 

ZKILANAtlONAL (GVSfcS: .J 


1655 


Sincerely# 

‘X&lCOdkZ 


Robert A. Altman 


kT - 




* 
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gg. C'JLPK ». CLIFFORD 

I . In»eres _g_Cal culet cr l evs 
K Acnaur.t Ve. llCCjBljj 




V 




i . , 


‘-^mrr 


i>' 



Lear, balance 
Le«s^ prir.cipa. 

USX 

(USX 

11.922. 293-92 
9. 95:. 920. CO 

Interest ♦ chargee 

USX 

1.561.373.92 

refund of ir.tereet paid 

USX 

672.362.10 

Total of interest ♦ chargee 
cn tr.e loan 

USX 

2. 633. 736. C2 

Ae::--.t No. 11009565 



Lear, balance 
Less : principal 

USX 

(USX 

2.526. 126.53 
2.310.930.00) 

Tctai of interest * charges 
cn :r.e loan 

USX 

215,196.9: 

Tctal cf Interest ar.d charges 
cn both loar.j 

USX 

2,848,933.00 


UrzJ" • 


L^v • 
t 

c^yCc. 


< 7*' > 




•/J c. 


II. evaluating the Capital Cain 

For the purpose of ealeuletir.g capita, 
trtatcd by the IRS at a gain; tha ft 
Furthermore, tha profit of USX3.0 aillf 


^second lean la 

at tnt tail*, 
am. 


f Profit payable 
y Intaraat • charge 
C Principal of tha 

Cain payable to tha borrower 


chargee 

2nd loan 



— Thia gain le taxable at 28X. Under the aggeeaent, tha tax liability 
ie to be relnburted to CMC. Thia gain la therefore treated es 
net gam. and tha groes gain la calculated as follow* 

Met gain (NO • Cross gain (GO - 28X of Cross gain 
NC • GC ( 1 - 29X) 
or GC • NG 


f 


0.72 

• " l*SS 3.1S?.gt; 70 - - L*SS 11.333.1^3.06 

0.72 ' 


17)8 


Crest 

Tax cn Cross gain t 28X 


* 


• USX 1,172,280. C6 


'2 
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POWER OF ATTORNEY 


KNOW ALL MEN BY THESE PRESENTS THAT THE UNDERSIGNED HAS 
MADE, CONSTITUTED AND APPOINTED, AND BY THESE PRESENTS 
DOES HEREBY MAKE, CONSTITUTE, AND APPOINT, ROBERT A. ALTMAN, 
OF THE LAW FIRM OF CLIFFORD A WARNKE, AS THE UNDERSICNED ' S 
TRUE AND LAWFUL AGENT AND ATTORNEY-IN-FACT TO ACT IN THE 
NAME, PLACE AND STEAD, AND ON BEHALF OF, THE UNDERSICNED 
WITH RESPECT TO ANY AND ALL MATTERS RELATING TO THE TRANSFER 
SALE OR OTHER DISPOSITION OF < REGISTERED 

SHARES IN CREDIT AND COMMERCE AMERICAN HOLDINGS N.V. (THE 
'COMPANY'), HELD IN THE NAME OF THE UNDERSICNED, GIVING 

AND' GRANTING UNTO SUCH ACENT AND ATTORNEY-IN-FACT, FULL 
POWER AND AUTHORITY TO DETERMIN|^HE PRICE’ PER SHARE TO 
BE PAID AND, UPON VERIFICATION^^^C^IPT OF THE UNDERSIGNED 
OF THE FULL PURCHASE PRICE^/^g^OR^S^VER THE CERTIFICATE 
ON BEHALF OF THE UNDERS^^^^^^kT^CHASER AND TO PERFORM 
EACH AND EVERY ACT l^koEVER REQUIRED AND 

NECESSARY TO BE DQx6$TO v&F.fS^PIMTE THE TRANSFER OF OWNERSHIP, 

\Q J c?rS 

INCLUDING ARRANGING T^5^>€LIVERY OF SAID CERTIFICATE TO 
THE PURCHASER AND TN^/ROPER ENTRY ON THE SHARE REGISTER 
OF THE COMPANY. THE UNDERSICNED HEREBY RATIFIES EACH 
AND EVERY ACTION TAKEN BY MR. ALTMAN AS THE UNDERSIGNED’S 
ACENT AND ATTORNEY-IN-FACT WITH RESPECT TO ANY ACTION 
TAKEN BY HIM IN CONNECTION WITH ANY OF THE FOREGOING MATTERS. 

IN WITNESS WHEREOF, THE UNDERSICNED HAS HEREUNTO SET HIS 
HAND AS OF THE DAY OF 



RY : 


TITLE: 


1783 
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POWER OF ATTORNEY 


KNOW ALL MEN BY THESE PRESENTS THAT THE UNDERSIGNED HAS MADE, CONSTITUTED, 
AND APPOINTED, AND BY THESE PRESENTS DOES HEREBY MAKE, CONSTITUTE, AND 
APPOINT, ROBERT A. ALTMAN, OF THE LAW FIRM OF CLIFFORD & WARNKE, AS THE 
UNDERSIGNED'S TRUE AND LAWFUL AGENT ANO ATTORNEY-IN-FACT TO ACT IN THE 
NAME. PLACE AND STEAD. AND ON BEHALF OF, THE UNDERSIGNED WITH RESPECT TO 
ANY AND ALL MATTERS RELATING TO THE TRANSFER, SALE OR OTHER DISPOSITION 
OF 2,940- REGISTERED SHARES IN CREDIT AND C0W1EI$£ AMERICAN HOLDINGS 
N.V. (THE 'COMPANY'), HELD IN THE NAME OF THE UNDERSI&IHSAND EVIDENCED 
BY CERTIFICATE NO. 16 (THE 'CERTIFICATE'), S^I^W<tK^RANTING UNTO 

SUCH AGENT AND ATTORNEY-IN-FACT FULL POWER AND AUTHORITY 'TO DETERMINE THE. 
PRICE PER SHARE TO BE PAID AND, UPON VERIFICATION OF RECEIPT OF THE. 
UNDERSIGNED OF THE FULL PURCHASE PRICE. TO ENDORSE OVER THE CERTIFICATE 
ON BEHALF OF THE UNOERSIGNED TO A PURCHASER AND TO PERFORM EACH AND EVEipr 
ACT ANO THING WHATSOEVER REQUIRED ANO NECESSARY TO BE DONE TO EFFECTUATE 
THE TRANSFER OF OWNERSHIP, INCLUDING ARRANGING THE DELIVERY OF SAID 
CERTIFICATE TO THE PURCHASER AND THE PROPER ENTRY ON THE SHARE REGISTER 
OF THE COMPANY. THE UNDERSIGNED HEREBY RATIFIES EACH AND EVERY ACTION 
TAKEN BY MR. ALTMAN AS THE UNDERSIGNED'S AGENT AND ATTORNEY- IN-FACT WITH 
RESPECT TO ANY ACTION TAKEN BY HIM IN CONNECTION WITH ANY OF THE FOREGOING 
MATTERS. 

* IP 

IN WITNESS WHEREOF, THE UNDERSIGNEO HAS HEREUNTO SET HIS HAND AS OF 
THE DAY OF 1983. 


Mohammed Husain Qabazard 
BY : 

TITLE : 


1339 
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330 PARK AVENUE NEW YORK NY10Q22 


FROM: Lalla Allzal 

SUBJECT: M.M. Hammoud/Congresslonal Pl*r« 


PATE: December 19, 1988 

T0: Hr. Aiacr Saleea 
O.S.R.O 


“•«*. FAINT advi... thAtl^vTr.in^ t0 Sh * hb “ 1m * 

u e IX p.a.j FASNT'« char Si 1 eo t »»»e the Standby 

diacuaaad this vlth Mr T»VA. . U b * “ * ddltl oael .SOX p.a. I ha,; 

«a h. h.. .z.™ «.ir£ r r .£“2 ; e 7 g: xr 0 **:: o£,ic * *»<>**’ 

1.25Z p.a. ♦of 2.75Z, this would leave us with 


3 


Naaaa provlda approval for thaaa chargaa ur.ntly. 
Regards, 


001213 


QB 
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320 PARK AVENUE NEW YO«K NY 10022 DATE: 

■' — — August I S , 1 9 90 

from; Credit Department TO: Mr. Shahbaz Raheem 

New York Agency USRO Credit Department 

SUBJECT: ZURICH CORPORATION/M. M. HAMMOUD 


As you are aware, the interest on the loan of $10 million given by First American Bank to Zurich 
Corporation under our SBLC of $10.1 million is not being serviced by Zurich. Accordingly, First 
American have debited our account with the following amounts. 



DATE 


AMOUNT 


7/2/90 $90,416.67 

7/25/90 $87,500.00 


Please advise which account should be debited in order to respond to these entries. 

Our account with First American Bank has also been debited with the following amounts: 


BORROWER 

SBLC AMOUNT AMOUNT DEBITED 

DATE 

REMARKS 

M. M. Hammoud 

$378,081 

$1,890.41 

5/21/90 

Commission for 
period 6/5/90 to 
12/5/90 First 
American Bank 
New York. 

M. M. Hammoud 

$378,081 

$ 946.00 

6/15/90 

D.O. First American 
Bank Virginia. 

Carlson Farms 

$150,000 

$ 750.00 

7/14/90 

Commission for 
period 6/7/89 to 
6/1/90 First 
American Bank 
New York. 


Please advise regarding these amounts also. 


Regards, 


— v^-v/7 


Raghu Bahadur 


cc: Mr. Mohammed Ali 
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Following Share Certificate's comprise the total Holdings 
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'ytfasAi ttfi <£▼#.. ^ /*. 300 OS 
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*°*' •t».«too 


July 23, 1987 


Bank of Credit am 


Fort 

George Town 
Grand Cayman 

ATTN: Mr. Swaleh Naqvi 

Gentlemen : 



International Icwitif e tdV£ n nA - 

t Street, P. 0. Box 13F97 — ZZlr 


Enclosed is my check in the amount of $336,106.26 
in full payment of one year's interest on my loan in 
the principal sum of $4,979,352 U.S. Dollars, which 
was extended to me on June 25, 1986. . Thank you for 
your assistance in this matter. 


Sincerely , 

< Uil(kcL- 

Robert A. Altman 


Enclosure 


.■ 


1 !!/ 


~~ ~ZZZ V . .1 

ROBERT A. ALTMAN 

t«5 CONNECTICUT AV£.. N.W. 
WASHINGTON. O.C. 20006 


136 


June 23, 


1937 




ji: ° f Credit — roet mrc ^ Int>1 (O v ersea^ 1 33 6,106.26** 

\ Hundred Thirty.*; i* T»vMi Sa nd One H undred Six a nd 26/10 O)olusrs 

tlsi/^MERICAN 
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for Interest, on loan U iru 7/ jj/a7 
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PURCHASE AND SALE AGREEMENT 


This Agreement is made this 26th day of April, 1988, by 
and between Robert A. Altman, 815 Connecticut Avenue, NW, 
Washington, D. C. 20006 ("Seller") and Bank of Credit and 
Commerce International, 100 Leadenhall Street, London, England 
EC3A 3AD ("Buyer"), concerning Seller's agreement to sell, and 
Buyer's agreement to purchase, on the terms and conditions set 
forth herein, the shares of Credit and Commerce American 
Holdings, N.V. ("CCAH") owned by the Seller, 

WHEREAS, CCAH is a closely held, private company owned by 
foreign investors; and, 

WHEREAS, the CCAH shares owned by the Seller represent a 
small percentage of the shares of CCAH outstanding; and, 

WHEREAS, no cash dividends on the CCAH shares have been 
paid to date, nor are any expected; and, 

WHEREAS, the Seller would like to assure liquidity of his 
CCAH shares in the event of his death; and, 

WHEREAS, Seller's heirs and represeht^at i ves might 
encounter serious difficulties and/or delay^in arranging a 
sale of Seller's shares; and, <. 

WHEREAS, Buyer serves as financial adviser to^ertain 
clients that are shareholders of CCAH; and, . 

WHEREAS, Buyer is expected to protect the business/and 
financial interests of said clients; and, 

WHEREAS, said clients of Buyer are available from time to 
time to purchase additional shares of CCAH when offered for 
sale, and Buyer has arranged such sales in the past; and, 

WHEREAS, it is believed by the parties to be in the best 
interests of all shareholders of CCAH to avoid undue 
fragmentation in the shareholdings of the Company; and, 

WHEREAS, the value of Seller's CCAH shares after his 
death is uncertain, particularly given the small percentage of 
CCAH stock that Seller owns. 


exhibit 
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NOW, THEREFORE, 
herein contained and 
consideration, it is 


in consideration of the mutual promises 

for other good and valuable 

hereby understood and agreed, as follows: 


TERMS AND CONDITIONS 


(1) In the event Seller owns any shares of CCAH at the 
time of his death. Seller hereby agrees : to sell, and Buyer 
hereby agrees to buy, all of said CCAH shares, for cash, at a 
price of $2,310.00 (U.S.) per share which currently represents 
Seller's average cost per share. The closing on the purchase 
and sale of the CCAH shares shall take place promptly follow- 
ing receipt of written notice to the Buyer from Seller's 
representative advising Buyer of Seller's death. In no event 
shall the purchase and sale' of the CCAH shares be delayed more 
than 90 days following receipt of said notice to Buyer. 

(2) At the closing, Seller's representative shall 
deliver to the Buyer certif icate( s) representing the shares to 
be purchased, appropriately endorsed and in proper form for 
transfer, and the Buyer shall deliver a certified or cashiers 
check payable to the Seller's order in the aggregate amount of 
the purchase price. 

(3) Nothing herein shall prevent the teller from selling 
or disposing of any CCAH shares he' owns prior^Vo his death, 
nor shall BCCI be obligated to purchase any CCAH^sJjares owned 
by the Seller prior to Seller's death. 

(4) The laws of the State of Maryland* shall go\r£>J^t he 
interpretation, validity and performance of the terms or this 
Agreement regardless of the law that might be applie:$X n<3er 
the principles of conflicts of laws. Both parties ta'this 
Agreement consent irrevocably to the personal jurisdiction of 
the courts of the State of Maryland and of any federal court 
located in such State over both of them in connection with any 
action or proceeding relating to this Agreement and/or any 
breach of this Agreement. Neither party shall contest that 
the proper venue for filing and maintaining such action shall 
be in the State of Maryland. 

(5) All notices and other communications provided for 
herein shall be in writing and shall be deemed to have been 
duly given if delivered personally, or sent by registered or 
certified mail, postage prepaid, to the party to whom it is 
directed : 


1631 
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SV 


(a) To the Seller, to him, at 
815 Connecticut Avenue, NW 
Washington, D.C. 20006 

(b) To the Buyer, to it, at 
100 Leadenhall Street 
London, England EC 3 A 3AD 

or at such other address as the party shall have specified by 
notice in writing to the other as provided herein. 

(6) This Agreement constitutes the entire agreement, and 
supersedes all prior agreements and understandings, both 
written and oral, between the parties with respect to the 
subject matter hereof. 

(7) This Agreement is binding upon the parties and their 
respective legal representatives, heirs, executors, adminis- 
trators, successors, and assigns, in accordance with its terms. 

IN WITNESS WHEREOF, the parties have executed this 
Agreement as of the date first above written. 
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ESAC3 C r G0vCO*-0»S 
Of l-c 

FEDERAL RESERVE SYSTEM 
2 stall* 


0'»'»*0*i O' 


December 13, 19R9 


Kr. Robert A. Altman, Esq. 

Clifford & Varnke 
812 Connecticut Avenue N.W 
Washington, D.C. 20006 

Dear hr. Altman: 

In connection vith the application of Credit and 
Commerce American Holdings N.V. and Credit and Commerce American 
Investment, B.V. to become a Bank Holding Company vith respect to 
Financial General Bankshares Inc. a question vas raised 
concerning the financing of the investor's equity participations . 
Specifically , an issue vas raised on vhether any of the financing 
of the equity investment vould be provided directly or indirectly 
by Sank cf Credit and Commerce International S.A. (BCCI). It vas 
indicated at the time that the individual investors had 
substantial funds and only a modest portion of the total 
investments vould be financed. Further, any personal be r roving 
by the investors vould cose from financial institutions 
ur.af filiated vith BCCI. / 



It has come to our attention that at least some cf the . 
investors may have borroveo from BCCI. It may be that these 
borrowings vere unconnected vith the Financial General Bankshares 
transaction, but nevertheless, vere granted close to the time the 
acquisition vas made. Seme, if not all, of the borrowings may be 
secured by the stock cf Financial General Bankshares. In orcer 
to clarify the situation it would be neloful if you voulo mrovide 
Tnicrmation on anv loans exter.oeo to tne oncmm al cr subTSC’JSTr t"" 
either directly or indirectly, st acu or ar.v~~u^ 

_ orranitsnon s. This information should include ail 

loans extended to the investors regardless of purpose, whether 


investors , 


any o: 


these loans are secured and if so, in vhar manner, anc the 
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_date an; 
~t o" *prov' 
loans. 


contact 



- 2 - 


r loans were originally granted. 
i<Je information on the repayment 


1 t 'would also be useful 
history of any such 


If you have any questions, please do not hesitate to 
the undersigned at (202) 452-2722 . 


Very truly yours. 
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PRIVILEGED i CONFIDENTIAL 


Mr. Robert Altman, Esq., 
Clifford & Warnke, 

815 Connecticut Avenue, N.W. 
WASHINGTON DC 20006 . 

U.S.A. 


Dear Mr. Altman, 

I am writing in response 
there were any loans from Bank of Credit and Coraerce 
International, S.A. to any of the shareholders of Credit and 
Commerce American Holdings, N.V. in connection with the 
acquisition of Financial General Bankshares in March 1982. I 
have reviewed a copy of the letter dated December 13, 1989 
addressed to you from Mr. William A. Ryback of the Federal 
Reserve that you provided me, as well as the original and 
current list of First American shareholders which you also made 
available. 

As I explained, I cannot provide you with confidential 
information about our customers' financial arrangements with 
BCC1 without their express prior authorization. 

On a preliminary basis, I am able to confirm the accuracy of the 
representations cade to the Federal Reserve in the Board 
application that the acquisition of Financial General Bankshares 
was not financed in any respect by BCCI. Insofar as the Federal 
Reserve has been informed that "some of the investors cay have 
borrowed from BCCI," we can confirm that none of the 
shareholders involved in the acquisition had ar.y personal loans 
from BCCI during the years 1981 (when the application was filed) 
or 1982 (when the acquisition was completed). The Board's 
cisicpression may be due to the existence of some unrelated 
loans from BCCI for working capital requirements of various 
other businesses in which certain shareholders had interests. Of 
course no stock of CCAH or Financial General was placed as 
collateral for these loans. I trust this is helpful as an 
interim report. When I am able to provide full details, it 
should be completely dispositive. 

You should be aware that in the years following the acquisition, 
some of the persons who are on the list of shareholders of 
Credit and Commerce American Holdings, N.V. have from time to 
time borrowed from BCCI for various purposes. Other Individuals 
— including some who appear as the larger investors in First 
American — have not borrowed from BCCI, and do not have any 
CCAH stock pledged to secure outstanding loans. 
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I further understand that a copy of this natter nay be provided 
by you to hr. Ryback on a confidential basis. 


Sincerely, 



^ 


I 
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Februery 5, 1990 


PY HAND 

Hr. William A. Ryback 
Deputy Associate Director 
Division of Banking Supervision 
and Regulation 
Federal Reserve Board 
Washington D. C. 20551 


Dear Mr. Ryback: 

1 am writing in response to 
December 13, 1989, and as a follow up 
conferences we have had regarding the 

As we have discussed, we do 
information regarding any financial arrangements that eight 
exist between a shareholder of Credit ana commerce American 
Holdings, H.V. and other rinenciel institution*, including the 
Bank of Credit and Commerce International, 6. A. (*BCCX*)« 

Based on our consultations with the resident managing director 
for Credit and Commerce American Holdings in the Ketherlands 
Antilles, we can only confirm that no pledge or security 
interest has ever been recorded on the Company's share 
register by any lender. 

In order to be properly responsive to your inquiry, tu* 
given the practical difficulty in ccmmuni eating quickly 
with these shareholders, we concluded that the most 
expeditious way to procure the information would be to ask 
BCCI dirsctly to furnish it. Accordingly, I spoke with Hr. 
Svaleh Naqvi, the Chief Executive Officer, and provided him a 
copy of your letter together with a list of the original and 
current shareholders . 

I have today received a reply from Hr. Haqvi which 
is self-explanatory. While BCCI has not yet provided the 
detailed information we are requesting, ve are pleased that / 
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Letter to Kr. William A. Ryback 
February 5, 1990 
Page 2 


the letter confirms the accuracy of the representations made 
by the Investors in their Board application. Mr. Neqvi states 
flatly rhnt BCCI Ci<3 nolf finance the acquisition •in any 
respect.* Mr. Naqvi has asked tnat nia La hap.il cd on 

j a confidential basis by the Board. 

j I shall, of course, press ahead with ry request for 

I the detailed information you wish to review, with my under-^^ 
standing that your primary interest is the current statepd^~\ 
borrowings from BCCI by any of the First American ^ \ 

including any stock that may have been pledged ^ 

for loans. 1 further understand that you ar^fo$j^fieS'Jc9?l r 
Interested in loans to various business 
holders may have Interests, but Instead a^°l r.z* r e 
in their personal borrowings or any of thdlr loehV .se-cured by 
First American stock. I shall keep you fu\$£Vrmf a drmed as 
I obtain additional information from the shWrdnolders and/or 
from BCCI . 


I trust this is helpful as a preliminary report. If 
you have any questions or comments, please let r.e know. 


SJjncerely . 

a Chifc. 

Robert A. Altman 
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Privileged £ Cs~ *<dentlal 


Kay 8 , 1990 

MEMORANDUM TO THE FILE 

RE: Keating with Federal Reserve Staff 


A nesting was held at the Federal Reserve beginning at 
6:00 PM with Williaa A. Ryback (Deputy Associate Director, 
International Supervision and Applications, Banking Supervision 
and Regulation Division), Don E. Kline (Associate Director, 

Bank Holding Conpanies, Banking Supervision and Regulation 
Division) , James Keller (Legal Division) , and a Mr. Barnes 
to discuss vith the staff any concerns that say have arisen 
following the publication of articles in Regardless and the 
wall Street Journal , In this regard, ve also wished to 
discuss Mr. Ryback's earlier inquiry concerning any BCCI loans 
to First American shareholders in connection vith the acqui- 
sition of Financial General by the investors, or which are 
otherwise of interest. 

Mr. Tuttle stated that the purpose of the aeeting was to 
answer any questions the staff sight .have arising frca the 
articles, to address any issues about BCCZ's relationship vith 
First American, and to report to them current information 
available concerning any BCCI funding of the 1982 acquisition 
of Financial General. Kr. Altman reviewed a letter frca BCCI 
President, Mr. Svaleh Kaqvi, a copy of which had previously 
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been sent to Mr. Ryback, advising us that BCCX had not financed 
the acquisition in any respect. SjSS Attachment A. Mr. Altaan 
further reported that follov-up letters had been sent to each 
of the First Aaerican shareholders requesting confirmation 
that the original purchases were made from personal funds and 
seeking authorization to reviev with BCCX loans made subse- 
quently to the investors vhlch may have been secured by a 
pledge of CCAH shares. Sts Attachment B. 

/ Mr. Ryback indicated he was not really interested in 

subsequent loans from BCCX, but asked instead that ve seek. Mr. 
Naqvi's permission for Mr. Ryback to share the Haqvi letter 
L jjjth other supervisors. Specifically, he vould like to 
provide a copy to the regulatory authorities overseas vhich 
apparently had first raised the matter with him. He did net 
-identify the regulatory body or bodies. The suggestion was 
that by forvarding to them a copy of Mr. Haqvi 's letter, he 
should be able 'to close his file on this matter.' Mr. Altaan 
said he vould contact Mr. Haqvi and request such permission; 
ve did not anticipate any objection. Mr. Ryback viil be 
traveling for the nert 10 days or so and ve should secure a 
response by the time he returns. 

Mr. Altaan reviewed our reaction to the Regardless and 
vail Street Journal pieces, and advised them of a subsequent 
meeting vith tvo reporters from the Washington Post . He 
reported that documentation developed during the regulatory 
proceedings approving the applications refuted the basic 
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allegations in tho Regard la's article as to (i) the allegedly 
unsavory background o f the investors and (ii) the suggestion 
that federal and state regulatory approvals had been obtained 
on the basis of sere representations by legal counsel. Copies 
of correspondence from the N.Y. State Banking Departaent to 
Congressaan Rosenthal and Congressional testinony by foraer 
Federal Reserve Board Chairaan, Henry Wallich, were furnished 
to the Board staff. See Attachaents C and 0. Kr. Keller 
noted that the Board staff had in fact undertaken a very 
thorough regulatory review of the transaction, and he agreed 
with the assessaent of the H.Y. Banking Departaent letter and 
the Wallich testiaony that the review was extraordinarily 
coaprehens ive . 

Kr. Altaan further advised that testiaony in the Taapa 
criainal proceedings by the goveraaent's chief witness 
appeared fully to rebut the Wall Street Journal contention 
that widespread aoney laundering was known and condoned at the 
highest levels of BCCZ senior aanagaaent. Zn fact, the 
testiaony establishes to the contrary; such activity was 
contrary to clear BCCZ policies and those engaged in such 
wrongdoing at lower levels had to keep it secret froa senior 
aanageaent. 

Kr. Altaan next turned to the issue of the BCCZ/First 
Aaerican relationship. The acquisition of BCCZ by Abu Dhabi 
was noted (along with reported sweeping aanageaent changes) 
vhieh substantially lessened the shareholder overlap between 
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the companies* Mr* Altman, however, advised of efforts to 
pursue tha issue raisad by Mr. Ryback and stated that 
identical letters had bean sent to each CCAH shareholder 
requesting confirmation that their acquisition of rirst 
American had bean with personal funds and seeking further 
information regarding loans, if any, from BCCX that might have 
been granted by a pledge of CCAH shares* Copies of the letter 
sent to Kamel Adham were given to the Board staff as a 
sample. See Attachment B* Mr* Altman reported that ve had 
received a response from Adham (confirming BCCZ had not 
financed the acquisition) , that ve vere expecting more 
responses, and that ve vould be happy to provide the Board 
staff vith such letters vhen they are received* 

There vas then discussion regarding the regulatory* impli- 
- cations of possible BCCX loans to the shareholders (subsequent 
to the original acquisition) that may be secured by a pledge 
of CCAH shares* Mr* Altman pointed out that he had no 
concrete information, but had heard reports of loans by BCCX 
to. certain shareholders in amounts ranging from $400 million 
to over $1 billion. Re did not knov hov accurate these 
reports vere, or vfcat vould be the purpose of any such loans* 
Mr* Altman further indicated that an informal, off-the-record 
Inquiry had been made of Price Waterhouse vho advised that 
there vere loans to shareholders that appeared to be properly 
doeuaantad. Kovavar, Mr. Altaan said ha did not gat any 
specific information* We did understand assets vere securing 
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such loans and believed tha collateral was CCAH stock in soot 
instances. (We also noted that there vere no CCAH bearer 
shares, and that there vas no formal pledge of stock recorded 
on the books of CCAH.) Finally, Mr. Altman indicated his 
understanding that the shareholders from Abu Dhabi have never 
borrowed froa BCCZ or any other bank. We emphasized again 
that this information could not be entirely reliable; it vas 
only what ve had heard. In this regard, ve stated that the 
shareholders have never advised us of their financial dealings 
after the acquisition vas coapleted in 1982. 

Mr. Kline expressed some interest in BCCX loans, noting 
that Mr. Haqvi's letter appears vorded not to make representa- 
tions about post-acquisition lending against CCAH shares, we 
agreed that Mr. Haqvi advises such loans have been made, though 
no security for the loans is detailed. Kr. Tuttle suggested 
that, even assuming that there vere significant borrowings 
against CCAH stock by First American shareholders, the key 
regulatory issue is only whether BCCZ is in some vay exercising 
a controlling influence over First American. There is no 
legal or regulatory prohibition against borrowing from BCCZ, a 
viev apparently shared by the staff. As to this basic control 
issue, there can be no question that the current U.S. manage- 
ment of First American runs the operation and establishes and 
implements the Company's policies and programs. This has been 
the case froa the beginning and has been broadly acknovledged 
by regulators themselves, including in the recent examination 
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by the Richmond Fad in connection with its review of the 
application to retain ownership of the Bank of Esc&abia, N. A. 
It has also been observed toy state banking officials such as 
Commissioner Bailey in Virginia. Kr. Altman invited the 
Federal Reserve to audit the Company or talk to any First 
American senior officer if there were any questions at all on 
this point. 

Mr. Ryback 'concurred in this view, and emphasized that 
his limited concern was only to inquire as to any BCCI 
financing of the original acquisition in view of information 
supplied him by foreign supervisory authorities. We agreed 
again to get permission from Kr. Naqvi to release the BCCI 
letter. 

Following this discussion, Kr. Altman took the oppor- 
tunity to advise the Board staff as to further developments 
regarding any possible sale or merger of First American, as 
well as the possible purchase by Sheikh Zaied of some small 
amount — 8 percent or 10 percent — of CCAH stock. He 
emphasized that such matters were still uncertain — that no 
final decisions had been reached, but that he wanted the Board 
staff to know that such subjects were under consideration. 

Kr. Altman noted that the Company had received expressions of 
merger interest from a number of southeast regional banks 
which we were considering and there was some indication of 
interest by the Government of Kuwait (although the degree of 
such Interest had not been made clear). Another possibility 
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is that Abu Dhabi might soak to acquira tha Company. Mr. 

% 

Ryback lightly not.d that tha daala involving a southaast bank 
or Kuwait wara prafarabla, givan racant davalopaanta with Abu 
Dhabi 'a acquiring control of BCCX. 

Tha naating laatad approximataly 45 ninutaa. It wax 
anphaaisad by Hr. Altman and Kr. Tuttla that good ralationa 
with tha Board vara of paramount inportanca and that if tha 
ataff had any conearna or quaationa thay ahould innadiataly 
contact ua. Wa would andaavor to aacura any information thay 
wiahad to obtain. 


Attachnanta' 

Min 


Robort A . Altman 
Baldvin B« Tuttla 
J« Griffin Loshor 
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FIRST AMERICAN BANKSHARES. INC 


CLAM M. CLIFFORD 
Chiirmuef the Board 


October 10, 1989 


pbixilece p » conf ipeftial 


H.H. Sheikh Humaid bin Rashid al Naomi 
Ajman, U. A.E. 


Your Highness: 


^^edL^Setger and 
iSbariks Aii the 


anks,, 
markets served by 
\ks"are within this 


In recent months, there has be 
acquisition activity among large 
Southeast region of the Unite 
First American Bankshares' 

important geographical area.V^uch r ^bht:erest has generally 
resulted from the view now held^cpmany banking institutions 
that they must become larger it( j&ize and scope to compete 
successfully in banking in the doming years. 


In this regard, we have been approached by the management 
of a large banking organization called Barnett Banks, Inc. to 
discuss their interest in a possible merger or acquisition 
arrangement with First American. Barnett is a $27 billion, 
publicly held banking institution headquartered in Florida and 
is the largest bank holding company in that state. We have 
reason to believe that there may be other, large regional 
banks interested in a similar combination with First American. 

In order to meet our fiduciary obligations to each of the 
shareholders of Credit and Commerce American Holdings, N.V. 
(CCAH) and to protect and promote this important investment 
in First American, we have undertaken a serious study and 
evaluation of the matter. We have retained the services of 
Goldman, Sachs 6 Co., perhaps the finest investment banking 
firm in the United States specializing in bank acquisitions 
and mergers. Goldman, Sachs has been asked to evaluate the 
express interest of Barnett Banks as well as other possible 
candidates. To inform you of the efforts by Goldman, Sachs, 
we enclose a copy of their letter to us setting forth their 
preliminary assessment of the Company and their proposed 
program. 


15tb and H Streets NW Washington. DC 20005 (202)383-1400 


3349 
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I^n / / r/n < v 

■ , First Anarican? ^7) fl!K>4y ' P 

2 Mr. Rahman: Well, it was one of the easier things to 

3 conclude in view of the lack of paper, and once we had made 

4 that recommendation that we unwind that forthwith, and we were 

5 informed that indeed Goldman, Sachs ha d been appointed t o try 

6 and find evaluation and a buyer. 

7 ' Senator Kerry: When was that appointment made? 

8 Mr. Rahman: I think late in '89. 

5 Senator Kerry: Now, with respect to the First American 

10 shares, was there some talk of a reverse divestiture in that 

11 First American might somehow think of buying out BCCI? 

12 Mr. Rahman: I don't think it was seriously oiscussed as 

13 strategy, but in passing people -- you know, Mr. Naqvi 

14 mentioned, well, that perhaps it will be better if they buy 

15 us. 

16 - Senator Kerry: What was the purpose of that, to clear up 

17 the ownership issue? -=* 

18 Mr. Rahman: Yes, to clear up the ownership issue. It 

*- — • - 

19 would mean that the whole of the BCC group would then have a 

2 0 home in America, effectively, instead of Luxembourg . 

21 Senator Kerry: Now, what was the second area of inquiry? 

22 Mr. Rahman: The second one was in relation to this bank 

23 within a bank. That was a very, very serious case in the 

24 sense that first it shocked me that an ICIC foundation which 

25 was supposed to be our savings and our shareholding in the 
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1 situation of UK. They had a $4 billion balance sheet, for 

2 which only 40 percent was in advances; 60 percent was liquid. 

3 Senator Kerry; 60 percent was liquid? 

4 Mr. Rahman; It was liquid funds, and they closed the 

5 whole bank. It is unbelievable that the Bank of England 

6 should 

7 Senator Kerry; But did they not close the bank because . 

8 of the fraud? I mean this was not a decision based 

9 exclusively on liquidity, et cetera. 

10 Mr. Rahman: Sir, I think that in banking terms, you 

11 close the people. You do not close the bank. 

12 Senator Kerry: Well, this is the judgment, obviously, 

13 which people are going to have to take a look at. 

14 Mr. Rahman: It will come out that even in UK, you will 

15 ^ have the same people, the same names coming up again. And not 

16 the 2,500 people who work there, or the 300,000 clients who 

17 . have suffered over there. 
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Hr. Rahman: Well, Goldman- Sachs was supposed to try « 

locate a potential buyer. 

Senator Kerry: A potential buyer for? 

Mr. Rahman: First American. 

Senator Kerry: First American -- so they were suppose: 

to find a buyer for a bank owned by a foreign bank, selling 
the American bank which was not legally held at the time, or 
legally owned by the foreign bank. Is that correct? 

Mr. Rahman: Yes. 

Senator Kerry: Did they know that? Were they notified 

of that? 

Mr. Rahman: I think they were asked on behalf of the 

shareholders . 

Senator Kerry: Well, were they told that? 

Mr. Rahman: No, I think that they were told that it is 

on behalf of Kamal Adham and other shareholders. 

Senator Kerry: That they simply want to sell some 

shares? 

Mr. Rahman: Sell, I think maybe sell some shares. I do 

not know whether the whole bank or some shares. 

. Senator Kerry: So. you do not know what- the: story is. with 

respect: to that? • 

Mr. Rahman: But that is what was informed to the 

committed. 

Senator Kerry: Did BCCI entertain lavishly? Did it 
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Hug*»l McCo>. Jr. 
Cfttirman ot ihs Bo*'d 


May 3, 1990 

Mr. Clark K. Clifford 
Chairman •£ tha Board 
Firs V American Banks hares, Inc. 

Firat American Bank Building 
15th and H Streets, JI.W. 

Washington, P.C. 20005 

Dear Mr. Clifford! 

At your request, we aro pleased to oonvay in this ‘letter our • 
intaroat in pursuing a transaction with Firat American Banksharo s, Ino. 
("FAB*) in tho fern of a merger or acquisition or othor Mutually 
agreeable format. As a condition to providing this latter of intaroat , 
va request that you treat tha content a and existence of this letter as 
confidential, and disoloae such contents and their existenoe only to 
Goldman, Bachs A Company, and to those of your employees and agents who 
are working on the natter. On advice of oounsel, we do not believe this 
letter triggers a reportable event for either party, but should you 
believe otherwise we would wish to discuss this with you or your 
counsel. Our proposal contemplates the acquisition of all outstanding 
shares of FAB common stock in exchange for a combination of our common 
stock and cash or othor securities, which will provide FAB share* 
holders the ability to continue to reap the benefits of their invest* 
ment in FAB through the continued earnings growth of the oomblned entity. 

As we have discussed, we have not yet had the opportunity to 
finalise cur evaluation of FAB by means of a complete due diligence 
review and verification of its current financial position and earnings 
potential, operations, loan portfolio, personnel or other faotors or the 
structure of this transaction and would look forward to discussing our 
views as we prooeed forward. Although we are conoemed over the trends 
in the first quarter earnings and loam quality, we believe that a 
detailed due diligence investigation should determine whether theee ere 
temporary decline# or represent m trend. Bated on the financial 
Information provided to us, our preliminary valuation is approximately 
$1 billion. This preliminary value represents approximately 12 times 
your projected 1990 earnings and approximately 1.5 times tangible book 
value. To tho extent that aesats or entitles other than FAB art to bo 
purehaaod or excluded ee pert of this transection, this valuation will 
be adjusted accordingly. In addition, this proposal is dependent upon 
the resolution of a number of issues, including but not limited to thoee 
outlined belows 
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(1) satisfactory completion of normal business and legal duo 

dill gene* by both you and us (with particular emphasis on 
current and future earning* power)} 

(11) negotiation and completion of a definitive purchase agree* 

■ent including receipt of satisfactory representations and 
warranties; 

(ill) Board of Director and shareholder approvals and unconditional 
approvals by federal and state regulators without conditions 
that are unsatisfactory to either party} and 

(lv) other usual and reasonable conditions which might arise out 

of additional duo diligence or disclosures by FAB or Its 

: management* 

We are prepared to begin due diligence promptly and once begun, 
expect this work can be completed within a time period of approximately 
thirty days. Immediately upon achieving mutually satisfactory results 
from due diligence, we would expeot to begin the negotiation of a 
definitive agreement. As conditions to our proceeding with this 
process, we will expect you and your agents tot 

(1) execute a confidentiality agreement with us; 

(11) complete your due diligence on the value of our eompany 
concurrently with our due diligence review of FAB; and 

(111) provide us with a Hat of shareholders along with their 

respective percentage ownership positions la order to assess 
the pro forma ownership of the combined entity. 

It Is expected that approvals from regulatory agenoles. Boards of 
Dlrsotors and shareholders would also have to be accomplished to 
oonsusaate this transaction, and a suitable timetable set. 

We believe that our proposal would be fair and most generous to 
the shareholders of FAB and hope that this letter oonveys an adequate 
expression of our Interest and commitment to further pursuing a 
transaction. 

In conclusion, we believe the participation of your shareholders 
and employees' in the combined entity represents a truly unique long-term 
opportunity. We would appreciate a response from you no later than May 
10, 1990, so that both you and we can proceed with due diligence. 

Sincerely, 
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Qotoma*; Sack* A Co* l SS Broad Sv««t I Now York. Naw York 10004 
T«l 212-902*5583 

J Christopher Rowan 
Partnor 
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PERSONAL ANPCONHPENTIAL 
May 10. 1990 


Mr. Robtrt A. Altman 
Clifford A Wamka 
815 Connactlcut Avanua 
Washington. D.C. 20006 

Dear Mr. Altman: 

Wo ara writing this lattar to ravlaw with you tha status of Project Constitution. Wa undsrstand that 
you may forward this lattar to tha sharahoidars of First American Banksharaa. Inc. ( tha ‘Company’) 
and cartaln of their finandal advisors. 

In July 1989. you asked us to rev law various alternatives to accomplish tha long-term profit and 
growth objectives of tha Company's shareholders and management In this regard, wa examined 
an Initial publto offering of tha Company, Joint venture opportunities for tha Company and the sale 
of the Company. In examining suoh alternatives, wa analyzed the Company extensively and made 
certain comparisons of tha Company to Its pears. 

After such analysis, you Instructed us to focus on possible business combinations to maximize the 
value of the shareholders 1 Investment Tha nature and breadth of tha Company's franchise, as well 
as certain regulatory restrictions, led us to focus our efforts principally on large, well-managed 
banks in the Southeastern United 8tatea. 

To ascertain tho offect of tha Company's combination with these firms, we prepared pro forma 
analyses Illustrating tha Impact on the Company's earnings and shareholders' equity and the 
ownership position tha Company's shareholders would hold In the potential combined entitles. 
Because It is most likely that the Company would achieve the highest value for Its franchise by 
accepting tha stock of a potential merger partner, we also provided extensive analysis on the 
expected future stock price performance of certain potential partners. 

After reviewing such analysis, you authorized us to approach six banka: Barnett Banks, Inc.. First 
Union Corporation, First Wachovia Corporation, MNC Financial, Inc., NCNB Corporation and 
SunTrust Banks, Inc. The Southeastern banking market has been one of the most dynamic in the 
United States and. despite reoent difficulties, Its prospects are considered excellent. 

Most of these Institutions demonstrated a high degree of Initial Interest in the Company's unique 
franchise. However, a slowing eoonomy and overbuHt real estate markets have reduced the stock 
prices, and to a lesser extent the earnings, of the six firms. All but one of these Institutions have 



/f) • 



460 


Mr. Robert A. Altman 
May 10. 1090 
Page Two 




elected not to pursue a transaction at this time. Despite the fact that Barnett Banks. Ino. did not 
submit a proposal, however, we belle vs that It Is stm possible that they will be a bidder. 

One of the most Interested parlies, NCNB Corporation (*NCNB"), submitted a preliminary proposal 
to pursue a merger with the Company and Indicated that Its preliminary valuation Is approximately 
$1 Pinion. After sighing a confidentiality agreement and prior to submitting Its proposal, NCNB was 
allowed to review the confidential memorandum prepared by ourselves with the assistance of 
Company personnel and other confidential reports prepared by the Company. However, the 
management of NCNB has not met with the Company's management nor has It had the opportunity 
to conduct In-depth on-slte due dlflgence. The preliminary proposal and valuation am tentative and 
subject to the completion of further due diligence by NCNB on the Company, the negotiation of a 
satisfactory merger agreement and regulatory approvals. The Company, assisted by us, would 
perform due dUlgenoe on NCNB as wen. 

NCNB’s proposal offers to aoqutre all the Company's common stock In exchange for a combination 
of NCNB common stook and oash or other seeurftiee. Though the wording of the proposal Is 
ambiguous, we believe, based on conversations with NCNB senior management and their financial 
advisors, that NCNB's Anal proposal wfll oontaln a significant amount of common stock and possibly 
be all common stock. 

Assuming the current NCNB stook price of $38.75 per share and an an stock transaction, $1 billion 
would translate into 25,808,452 shares of NCNB's common stock. If the shareholders of the 
Company were to exchange their shares for such an amount of newly Issued NCNB shares, the 
shareholders would would own, ooOectively, approximately 20.5% of NCNB common stock. 

We believe that NCNB's preliminary valuation is an attractive level and merits careful consideration. 
The valuation la approximately 1.2x stated book value and 1.5x tangible book value as of year-end 
1989 and represents a multiple of 15.0 times 1989 earnings. As you know, the preferred currency 
for large bank merger transactions In this environment Is all common stock versus all cash or a 
package of securities. 

Since we first began discussions on this matter in the summer of 1989, the prices of many bank 
stocks, including NCNB, have declined significantly. For example, the 25,806,452 shares of NCNB 
worth $1 billion today would havs been worth nearly $1 .3 billon In July 1 989 when NCNB's stock 
was $50 per share. A $1.3 blBlon dollar valuation Is approximately 1.5x stated book value and 1 .9x 
tangible book value and represents a multiple of 19.5 times 1969 earnings. 

Despite the decline in NCNB's stock price, we remain positive on NCNB and Its stock. NCNB's 
price decline since summer Is not out of Une with the stock price performance of other Southeastern 
banks and. In addition, the decline Is likely to result In the Company receiving a greater number of 
shares in a potential transaction than It would receive If a transaction occured when NCNB's stock 
price was higher. Finally, we believe that NCNB's stock should perform weO In the future and it is 
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Mr. Robert A. Altman 
May 10. 1090 
Pagt Thrat 


recommandad (or purohaaa by our bank Industry research analysts. Wa hava Inoludad our 
rasaarch analysts most recent reports on NCNB and Bamatt 

4 .* 

Wa believe that the best oourse for the Company probably Is to pursue these merger discussions 
with NCNB and Barnett Delaying the proosss risks losing the Interest of NCNB. As noted above. 
It may be that the depressed stock prloes of NCNB and Bamatt may enable the Company's 
shareholders to raealva more shares; put another way. wa think that It Is better to bargain for 
shares whan they are cheap. In addition, moving forward now brings the Company's shareholders 
doser to an opportunity to realize substantial benefits euoh as oost savings and dividend payments 
through a combination. 


We hope you find this review helpful. If you have any questions, please do not hesitate to call. 
Sincerely. 



J. Christopher Flowers 
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First American Courted for Merger ^ 

NCNB Is Among Banking Firms Making Acquisition Overtures 


By Joel Glenn Brenner 
and Jim McGee 

M^MtatSmWnn 

North Carolina banking giant 
NCNB Carp., which has long been 
looking to expand its reach into the 
Washington area, recently made 
overtures to First American Bank- 
shares, parent firm of First American 
Banks of Virginia, Maryland and D.C. 

First American Chairman Clark M. 
Clifford yesterday confirmed that 
NCNB and several other banks have 
ap proach e d him to possible 

mergers. But he said that the Arab 
shareholders who control First Amer- 


ican “have not shown any interest" in 
those inquiries and “the bank is not 
for sale." 

However, other sources familiar 
with the bank's operations said they 
believe First American would be 
available for sale if the* right offer 
came along. 

NCNB spokesman Dick Stilley de- 
clined to comment on a possible 
merger between NCNB and First 
American, but he reiterated that the 
Washington market is one of great 
interest." 

The interest in First American fol- 
lows- a wave of bank mergers along 
the East Coast, which climaxed last 


year with the announcement of a 
merger between Sovran Financial 
Carp, and Citizens & Southern Corp. v 
that will form the largest regional * 
bank Holding company in the nation. 

Clifford said the Sovran-C&S deal | 
prompted a number of phone calls be- 
tween bankers, including calls to First^sv 
American. Robert Alunan, president 
of First American Corp., also said that 
recent financial trouble at Perpetual 
Savings Bank, the largest thrift in the 
Washington area, has set regional 
banks on edge and prompted further 
interest in mergers and acquisitions. 

First American's financial health is 

See FIRST AMERICAN, DS, CoL 1 


NCNB Makes 
Overtures for 
First American 


FIRST AMERICAN, From D1 

suffering, with earnings down sharply J 
last year to $66.7 million from $80.2 
million in 1988. Analysts said the 1 
bank’s return on assets has been low 
and the bank also has been spending 
millions of dollars on new technology, 
which has hurt the bottom line. 

Arnold Danielson, president of 
Danielson Associates Inc., a local 
bank consulting firm, said the combi- 
nation of depressed earnings and re- 
cent controversy make First Ameri- 
•can “extremely attractive” to * 

potential buyers, who might sense 
they could buy the bank for a bargain 
price. ‘ 

The bank recently was the subject [ 

of articles in Regardie’s and the Wall ‘ 

Street Journal that raised questions 
about the overlapping ownership in- 
terests of First American and the 
Bank of Credit and Commerce Inter- 
national. which recently pleaded- 
guilty to money laundering charges 
and is suffering massive losses. 

Danielson said First American is 
one of the three best franchises in 
Washington, following Sovran and 
MNC Financial Corp., parent of 
Maryland National Bank and Ameri- 
can Security. "If I wanted to buy any- 
one in this area, that would be the 
one,” he said. 
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rn 0 M MR. J.D. VAN OENEN 


SUOJECT: CCAH 


date July 30th, 1990. 


TO: MR. S. NAQVI 

C.c. MR. ZAFAR IQBAL 


Enclosure B outlines a series of alternative solutions. From 
the information so far obtained, it is apparent that there 
are many problems of which we were not fully aware. The main 
difficulties revolve around the restrictions on interstate 
banking, those on foreign ownership in Virginia and Florida, 
the 'Home-State* and deposit-limitations and, finally, the 
status of the New York operation. 


•>- To complete the survey, and to pursue the matter further, 
I need the following: - 


1. A list of preferred options, in order of priority, so 
as to save time, money and effort. 


2. A modest but adequate budget to obtain legal, taxation 
4- and other professional help, and to cover out of pocket 

expenses such as travel. 


3. Information on the status of the discussions between CCAH 
and Goldman Sachs, and what further action is presently 
being taken by them (or us), if any. 


4. An assurance to maintain complete confidentiality in and 
outside the organisation (including CCAH and Goldman Sachs 
-V n , at this stage). There should be no discussions with outside 

it (j ] 

* institutions without prior liaison with me. 


Even if the regulatory climate changes sooner than expected, 
the legal complexities and the general economic and banking 
conditions could still cause delays. For an early 'optimum' 
solution we must therefore be prepared to go through an interim 
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s tage which will require some help from the shareholders . 

The financial consequences of carrying 701 of these loans 
have been worked out in Enc losure A. They show that we may 
already be a further $6 0/70 million in deficit for the year 
1990 . Urgency, in therefore of the utmost importance, without, 
however, creating the impression of a 'distress' sale. 

Until now the approach remains one of eliciting offers, 
more particularly through, the sale of the outstanding loan s, 
although I doubt whether Goldman Sachs has worked on this 
basis. 1 have made two foreign contacts but this may have to 
be widened further to a maximum of five or six institutions, 
all on a discreet and personal basis. 
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Enel. A 


Valuation/Carrying cost 


The following very rough calculation may serve to put the situation 
into perspective. It illustrates the cost of carrying these loans 
as it would appear to an outside financing institution. 


*•/. 


Book Value on 31/12/1989 
Circa s in the form of loans 

Advance equalling a security value of 2.47S 
(2.75 x book less 10%) 


$ 856.8 million 
$ 600.- million 

$1485.- million 


Loan Funding cost 

Est. 

9.00% p.a. 


Blocked capital cost 




(8% of asset) 

Est. 

0.72% p.a. 




9.72% p.a. 

$145.- million 


1989 Net earnings $55 million (after tax) 

of which 70% $ 39. .million- - 


Annual deficit 



million 


Note 


Tax aspects which because of the 
Netherlands Antilles structure 
can be of major importance have 
been left out of account. Also the 
interest on interest factor as 
profits are not distributed. 
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Based on present interest rates and profit performance, this 
means that the security value - in the absence of any loan 
interest and fee income - would have to increase by at least 
0.175 x book per ye ar to reach break-even poin t. In other 
words the advance valuation would have to go up from 2.475 x 
to something like 3 x book if the CCAH profits do not improve 
dramatically and loan conversion takes more than two years. 
This means that until then the loans require an annual subsidy 
of at least $100 million without even counting an adequate 
return on the loan assets. 
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fc-ncjL. B 


Note : Items marked * need further 

enquiry 


CCAH 



Legal changes to lift the current interstate bank barriers 
are under very active consideration by the U.S. Treasury and 
State authorities. Reciprocity between New York and California, 
for instan ce, has already been agreed upon and will be intro duced 
in 1991*. Many institutions believe that country-wide 
restrictions on banking and on financial services will be 
removed by 199 3*. This vastly increases the number of potential 
buyers - both domestic and foreign - and perhaps the sale-value 



r 


of the banking Group, particularly if non-bank institutions* 
wou ld also be permitted to engage in banking business. Already 
there are clear signs of moves and arrangements, especially 
on the part of the large money-centre banks, to become more 
closely associated with out-of-state regional banking institutions. 


For the present, we still have to base ourselves on the existing 
laws, which leaves us with four alternatives :- 


I. * Internal* solution 


\ 



a. 



Although this option is now closed to BCC. an ownership 
salu tion - even if temporary - could be of interest 
to our shareholders (ADIA) as a potentially profitable 
in vestment . Current restrictions would nevertheless 
require a stop-gap solution involving share acquisition 
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(below 25%) on a personal basis. This needs further 
study as the authorities do not permit related ownership 
situations. To what extent ADIA could act as one of 
the shareholders (below 25%) would also need investigation*. 



b. Another route would be for ADIA, if this is possible, * 
wholly of partially, to take over £he role of the 
financing institution, call the loans, at a time of 
their choosing, take possession of the security and 
thus gain two years breathing space to dispose of it. 

In the interval, unless BCC compensates for the 
difference, ADIA would bear the interest cost which 
would only be partially off-set by the increase in the 
CCAH book value (see Enel. A). One problem is that 
calling all loans simultaneously may give rise to 
suspicion and accusation of having exercised 
unauthorized control (section 0). 


<r~ r 


c. To buy time, and to allow the BCC balance sheet to“ be' ' 
slimmed down , the loans 

could be 'garaged' with one or more other institutions: 


1. On a re-purchase basis. This would move the 

assets from above to below the line, but this would 
not help us in our capital-ratio requirement* apart 
from having to find a 'willing* institution to assist 
without substantial guarantees or margins. It also 
does not solve BCC's regulatory and external auditors 
(provision) problems. 
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2. As an outright sale. Unless there are other 

considerations (see XX and XXX below) # the risk 
factor will require a strong degree of 'comfort* 
to the buying institution* as they will assess the 
transaction on book value. It will almost certainly 
have to be in the form of a (par tial) guarantee 
from our shareholders. 






A transaction along these lines would also raise 
fee -* capi tal rati o -*■ and fund ing considerations 
for the lending institution * the cost of which* to 
some extent* would be influenced by their interest 
in a (potential) relationship with our shareholders 
as well as their own investment intentions. There 
are several ways to compensate for the 'cost' factor* 
such as funding on favourable terms (although there 
could be some conflict here under present U.S. law*)* 
and providing partial capital support through the 
purchase, of. subordinated- capital- notes <■ Whatever • • • • * 

formit takes we must accept that a l oan - financin g 
solution would be very expensive (see Enel. A), although* 
on the other hand* it would help to spread the impact 
over a number of years* i.e. until CCAH is sold. 
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One of the consequences of delaying action is the 
danger of impeding CCAH's natural growth. Retention 
of earnings may not be sufficient, and it is therefore 
necessary to make a study* of the Holding Company's 
capital requirements over the next three or four years* 
including determining the extent rights Issues* if any. 
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FIRST AMERICAN BANK5HARE5, INC 




CLASS M. CLIFFORD 
Chairman of the Board 


M E M O R A N.JL-U M 


Tot Shareholders of Credit and Commerce American Holdings, N.v. 
From: Clark M. Clifford 

Date: November 2, 1990 

RE: Capital Requirements - First American Bankshares, Ino. 


I am enclosing a letter received today from Arthur Anderson i 
Company, First American Bankshares' independent auditors, 
confirming that the Company needs $125,000,000 of additional 
equity capital for 1991, with an immediate advanoe of $30,000,000 
before the end of November. 

The additional capital is intended to proteot the 
shareholders' investment during the eoonomio downturn now being 
experienced throughout the banking Industry in the United States. 
The capital call thus refleots dlsoussions with federal bank 
regulators and our financial team. 

The requested funds would proteot the enormous value that has 
been created in First American during the past eight years. As 
you will recall, we received an opening bid of one billion dollars 
for First American less than 6 months ago, and we no doubt could 
have negotiated a substantially higher price had the shareholders 
directed us to do so. For reasons earlier provided, we are 
requesting additional capital immediately to safeguard your 
investment. 

Mr. Robert Altman and Z will be pleased to provide you any 
other Information you may request, and stand ready to meet at any 
time if you feel that would be helpful to you. 


15th and H Streets NW Washington, DC 20005 (202)313-1400 
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FIRST AMERICAN BANKSHARES, INC. 

CLARK M.CUVTORO 
. ChdnM* sf da Bond 


HgMQDAMDIlH 

Tot Shareholders of Crtdit and Commerce American Holdings, M.V. 
Front Clark M. Clifford 
Datot Koveaber a, 1990 

Rat Speolal Board Mooting with Fadaral Bank Ragulatory 
Authoritiaa 


This memorandum is written to advise you that a apaoial 
moating of tha Board of Directors of First Aaarioan Bankehares 
and ita tf.S. parent, First Aaarican Corporation, vat hold on 
Tuesday, Novambar 6, at tha raquast of tha Fadaral Raaarvo 
Board. In addition to rspraaantativas of tha Fadaral Rasarva, 
tha moating was attandad by staff mambara of tha Offica of 
Comptroller of the Currency and tha Fadaral Deposit Insurance 
Corporation. Tha purpose of the moating was to discuss tha 
ragulatory examinations of First American and its subsidiary 
banks. 


During tha course of this important moating, tha 
ragulatory agancias focused on our efforts to obtain addi- 
tional capital for First American from tha shareholders. 

It was emphasised to tha Directors that bank shareholders are 
expected to be a source of financial strength to tha organi- 
sation and that tha currant economic environment made capital 
Investments mandatory now for First Aaarican (and for our 
competitors) • Ha responded that tha matter of additional 
capital was under consideration in tha Middle Bast and va 
would report to tha regulators as soon as decisions ware 
reached. Ha wara asked to convey to tha ehareholdera tha 
importance of addressing thi a matter at their earliest 
convenience. 

Zn this regard, certain First American shareholders 
recently inquired about tha ability to revive dleusslons ho 
had last Spring with other major banks regarding tha sale or 
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merger of First Amor icon. Ao you recall# our shareholders did 
not wish to pursue ouch a transaction at that tin#. Currant 
market conditions, however, aaka any suoh deal impossible at 
present. Such a transaction would neoesaarily involve payment 
with marketable stock, not cash. Zn this regard, z attach for 
your information a chart which reveals the sharp deoline in 
market value of bank stocks during the past year. Such shares 
now trade at a fraction of book value when a short while ago 
they were trading at multiples of l.S to 3 times book (for 
non-control blocks). Thus, market conditions, as well as 
regulatory factors, preolude a deal going forward now. 

You, of course, will understand that the. very substan- 
tial, Inherent value of this unique franchise remains despite 
the inability to consummate a merger or sale under present 
market conditions. Zt is noted that the total shareholder 
cash Investment in First American to date is approximately 
$600 million, and, of that amount, approximately one-third was 
invasted only in the last few years. Yet, less than six 
months ago, we had an opening offer from a major U.S. bank to 
acquire First American In a transaction whloh would likely 
have more than doubled the amount the ehareholdere have 
Invested to date. And, we believe It Is possible to enhance 
further the return on our shareholders' Investment. 

We are confident that the market value of this company 
can be realised when the market strengthens and we urge 
favorable consideration of senior management's proposal for 
additional capital to protect the enormous value of this 
franchise that has been created for shareholders. We remain 
available to meet with you or to answer any questions you may 
have about these matters. 


Attachment 
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y/asAtnp&m,. 2- SOSOS 

September 7, 1988 


TCkt*»o«( 

to* IU-«|00 


OHtCCT nut 1201' •)•■«!)« 


HAND DELIVERED 


Jack Blum, Esq. 

Special Counsel v 

Committee on Foreign Relations 
449 Dirksen Senate Office Bldg. 

Washington, D. C. 20515 

Dear Mr. Blum: 

• 

This is to confirm that we. will meet at your .office on 
Friday, September 9, 1988 at 2:30 p.m. to discuss prelimi- 
narily the matters relating to the subpoenas served upon the 
Bank of Credit and Commerce International (Overseas) Ltd. and 
two of its employees. This shall further confirm our under- 
standing that a second meeting will be held on Wednesday, 
September 14, 1988 at your office, at which time we shall make 
partial production of documents in this matter, and discuss 
how you would like your investigation to proceed. 

If there are any changes in this schedule, please let me 
know. » 



Robert A. Altman 
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f O0C»»T A. ALTMAN 



September 14, 1988 


TCl.C*»«0*C 
iioi: ait-NOo 


Jack A. Blum, Esquire 
Special Counsel 

Committee on Foreign Relations 
United States Senate 
Washington, D.C. 20510 


Dear Mr. Blum: 

Enclosed herewith are the documents being produced 
pursuant to our understanding concerning the subpoenas issued 
to the Florida offices of Bank of Credit and Commerce 
International (Overseas), Limited ("BCCI*) and to Mr. S.M. 
Shafi and Mr. Amjad Avan. Certain of the documents being made 
available for your review are confidential and must be 
protected from public disclosure by adequate safeguards to be 
mutually agreed upon. 

You are advised that in making the production of 
these documents neither BC C^L nor the individuals referenced 
above waive any rights or privileges relating thereto, all of 
which are expressly reserved. 

It is understood that you will today review these 
documents in our presence and we shall then agree upon the 
manner in which they are to be reproduced and delivered to the 
custody of the Committee. 


Sincerely, 

( \ QtcZ- 


Robert A. Altman 
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September 14, 1988 

Attorney-Client Work Product 
Privileg ed and Confidential 

INDEX OF BCCI DOCUMENTS 

Vol . I . Annual R eports and Financial Statements 

1. BCCI Annual Report 1987. 

2. Financial Statement Panama. 

3. Annual Reports Colombia. 

voi. ii._ Rgcprtg \9iJtePQ?i£9rg Pgrrgwgrs 

1. Miami Agency: 

(a) list of Panamanian or Colombian depositors; 

(b) list of Colombian depositors with deposits 
in excess of $5 million; 

(c) list of Colombian borrowers with a limit in 

- excess of $5 million; 

(d) Panamanian depositors or borrowers with 
balances^ in excess of $5 million. 

2. Boca Raton and Tampa Agencies: 

(a) list of Panamanian or Colombian depositors; 

(b) Panamanian or Colombian depositors or 
borrowers with balances in excess of $5 
million. 

voi. hi. internal BCCI MeE>px&n fl g...an3 Elaxifla -Li s& osss 

1. Compliance Circular: Carribean Regional Office. 

2. Minutes of Management Committee Meeting. 

3. Florida Licenses. 
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Vol. IV. 


Vol. V. 


Shafi Documents 

1. Business Expenses. 

2. Compensation Records. 

3 . Travel Diaries . 

4. Office Telephone Bills. 

5. Residence Telephone Bills. 

6. Car Telephone Bills. 

Avan Pogyroents 

1. Business Expenses and Travel Records 

2. Compensation Records. 

3. Telephone Bills. 


JJC. CT .T«ccC 

^ c - S — 
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September 19, 1988 


BY HAW? 

Jack A. Blum, Esquire 

Special Counsel 

Committee on Foreign Relations 

United States Senate 

446 Dirksen Senate Office Building 

Washington, D.C. 20510 


Dear Mr. Blum: 

As discussed during the meeting on September 14, 

1988 that Messrs. Altman, Sanders and Z attended at your 
office, and as Z later mentioned to Kathleen Smith in a 
telephone conversation, ve are forwarding herewith copies of 
the documents earlier produced under various specifications of 
the subpoenas issued to the Florida offices of Bank of Credit 
and Commerce International (Overseas) , Limited (*BCCZ*) and to 
Mr. S.M. Shafi. As you are aware, we are to schedule within 
the next several days a more extended period of time during 
which you can review the records from BCCZ's Agency Offices in 
Miami , Boca Raton and Tampa. We have requested of the Bank 
that it provide us with computer print-outs of the same type 
of information for additional periods which you reviewed when 
we were at your office. Those print-outs should be here this 
week, and we understand you will examine this material 
together with that which you have* already seen at a date to 
be agreed upon. 

Specifically, the copies being forwarded today 

include: 


(1) The compliance circular from the 

Caribbean regional office of BCCZ and 
portions of the minutes of a Management 
Committee meeting of BCCZ, both of 
which you reviewed on September 14, 
1988. 


a 
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Letter to Jack A. Blum, Esquire 
September 19, 1988 
Page Two 


(2) Various documents relating to Mr. S.M. 

Shafi including business expense 
records and travel diaries. You may 
again decide to examine Mr. Shafi's 
office telephone bills, residence 
telephone bill6 and car telephone bills 
at a subsequent date to determine 
whether they should be photocopied. 

(3) A document styled, 'Statement of 
Affairs' for BCCI Panama for the period 
ending June 30, 1988. 

It is our understanding that having reviewed Mr. 
Shafi's records of compensation, you do not need copies of 
those materials. Further, the documents to be produced by Mr. 
Amjad Awan are due on or before September 22, 1988. We were 
called on Friday, September 16, by John Grabow of Ginsburg, 
Feldman and Bress, who has been retained by Mr. Awan. We 
shall await a meeting with him before proceeding on any 
documents that relate to Mr. Awan because ve do not know 
whether Mr. Grabow intends interposing any objections to the 
Subcommittee's subpoena. 

- Finally, ve must reiterate the points raised 

with you during our meeting and in Mr. Altman's letter of 
September 14 regarding the confidentiality of this material. 

It is our understanding that the materials vhich are being 
provided herewith shall be accorded confidential treatment by 
you and your staff. Before ve can provide additional 
confidential information to be retained by the Committee, ve 
will require vritten assurance that acceptable confidential 
treatment has been approved by the Committee and will be 
provided. 


We will be in touch again by telephone regarding the 
other scheduling matters yet to be worked out. 

Sincerely, 


/£<5hn F. Kpvin 


Enclosures 
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Send to: Mr. Clerk Clifford 

Clifford akd varbki 

From: 


SENATOR JOBS KZRRY 


Office of Senator John Kerry 


202 659 0065 


Receiving Telecopy nunber:___ 

Sending Telecopy number for response is (202) 224 -8525 
To confirm receipt of telecopy call (202) 224-2742 
Number of pages being sent, including cover 7 ^ 
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Hittad gtatts goutr 

COMMtTTK ON POMIGN MlATlONt 
WAMIMTM. DC SO1 10-4211 


July 7, 1989 


Clerk Clifford 
Clifford end Vamke 
8 IS Connecticut Avenue KW 
Washington DC 


Rot Bank of Commerce and Credit, International 
Dear Mr. Clifford a 

As you nay recall, ve net on September 36, 1968 at ay 
office to diacuaa BCCl'a response to the iaauanee of a 
aubpoena by the Foreign Relatione Committee laaued July 37, 
1988 for document! from the Bank of Commerce and Credit 
international in connection with an investigation by the 
Subcommittee on Terrorism, Narcotics and International 
Operations into nareotlcs trafficking, money laundering, lav 
enforcement and foreign policy. 

At the time, you advised the Subcommittee that you vare 
aware of no documents regarding General Noriega which were 
under the possession or control of BCCX, apart from the small 
number turned over to the Subcommittee by Am Jed Avan, and 
agreed that if any such document! existed, they would be 
turned over to the Subcommittee in accordance with the 
subpoena. 

Recently, the Subcommittee has learned that a number of 
documents under the control of BCCX and responsive to the 
subpoena vare not turned over to the Subcommittee pursuant to 
the Committee subpoena. These documents included reoords 
relating to as many at seven accounts at BCCX controlled by 
Noriega. 

According to a recent broadcast on NBC Nightly News, 
documents from BCCX seised by British authorities and since 
turned over to the 06 show that Noriega deposited at least SO 
million dollars since he opened the account at BCCX in early 

19S2 . The hbc broadcast also alleged that the BCCZ documents 
found included a letter from General Noriega. to Xr. Avan. 



500 


2 


According to NBC, the letter from Noreige to Avan instructed 
Avan to keep the accounts secret and ordered that no bank 
statements ever be sent to Nortiga in Panama* 

I have no doubt that you vere unaware of the existence 
of these documents at the time we met* 2n fact, Z recall that 
you gave me the assurance that they would be provided the 
Subcommittee should they located. It is now clear that the 
documents referred to by HBC came within the clear ambit of 
the subpoena to BCCZ, and that they were not delivered to the 
Subcommittee as provided by the subpoena* 

Accordingly, I formally request that in your capacity as 
attorney for BCCZ that you take as rapidly as possible the 
necessary steps to secure all additional documents responsive 
to the original subpoena to BCCZ from the Foreipn Relations 
Committee regarding or relating to Noriega's relationship 
with BCCZ, including but not limited to those documents 
referred to in the NBC broadcast* 


Zn light of the fact that at least some of these 
documents are apparently already in the possession of other 
government agencies, Z would appreciate prompt production of 
the documents, with delivery to take place by the close of 
business July 19, 1989* 


The Subcommittee will be holding further hearings on 
narcotics matters later this month, and may wish to invite 
BCCZ by ita officers or attorneys to testify regarding the 
involvement of BCCZ in handling General Noriega* s accounts* 

Zn the event that no documents are produced, the Subcommittee 
will wish to question a representative of BCCZ at hearings on 
July 27 or July 28 as to vny the documents were not produced 
in response to the subpoena, either last year or to date* 

Zf you have any questions, please feel free to contact 
me, Jonathan Winer, my counsel (telephone 224-2742, or the 
counsel to the Committee, David Keaney, (telephone 224-9034) 
who will be available to receive the documents* 


I appreciate your attentiop^qo this matter* 

ill 




7 

Kerry, Chairman 
lubcommittee on Terrorism, 
Narcotics and International 
Operations 


cci Senator Pell 

Senator KcConnell 
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UNITED STATES OF AMERICA 

Conzreft of tfje Gta&ai 

Bank of Credit and Commerce International, Ltd. 

To — - 

304 S. federal Highway 


Boca Raton, riorida 

— — ■ ■■■■■! I. i ■ i. —i $ 

£>UrtUSSt to lawful authority, YOU ARE ERRZBY COKM4XDZD to 

rorsign Halations 

appaar hefora th$ ■ ' ... Committal on , , 

August 11 aa 

of the B mate of the United State*, on ... 2f__, 

Nina 

ot ■ o'clock _ tan ., at their committee room U£ 

Hart Senate Office Building 

I. i , then end there 

to tettlfy what you may know relative to <Ae eubfect matten under eon* 
Mention by told committee. 

and bring with you the documents described in Attachment A. 


fcercst tad net, at you wtU anewer your default under the paint and pete- 

alttee In tuck catet made and provided. 

the united States Marshals Service or any other authorised 
To. : 


to ttroe 




#&»8 under my hand, by order of the committee, thte 
27 th d ay of Jul 


tn the year of our 
eighty-eight 

hard one thoueand nine hundred and 


fa £ 


Foreign Relations 
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Attachment A 

All books, records and papers, relating, referring or 
embodying the following: 

1. The management of assets for Manuel Antonio 

Noriega, 

2. The holding of assets as custodian for Manuel 
Antonio Noriega, 

3. Corporations, partnerships and other business 
entities under the direction and oontrol of Manuel Antonio 
Noriega, 


4, The managment of assets for Michael Kararl* 

5, The holding* of assets for Mlohael Harari. 

6, Corporations, partnerships and other business 
entities under the direotlon and oontrol of Michael Kararl, 

7, The management of assets for private clients in 

Colombia, 

8, The holding of assets as custodian for private 
olients in Colombia, 

9, All Panaaanian olients for whoa the Bank 
aanages assets. 

10, All Colombian clients for whom the Bank 
manages assets, 

11, All trusts whiob have Panamanian 
benef ioiarles , 

12, All trusts which have Colombian beneficiaries. 


For the period January 1, 1085 to June 1, 1988: 

a. All books, records and papers relating, referring, 
to, or embodying travel and telephone and telephone com- 
munication by Kalid A, Avan and 8, M. Shafl, 

b. All books, records, and papers referring, relat- 
ing to or embodying the compensation of Kalid A. Avan and 
8.M. Shafi. 


1 
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©• All reports describing' lumrliinii and discussing 
the Bank's trust and none? aanageaent operations* 


For the purpose of this subpoena a "record* inoludes 
all aedia capable of storing information which oan be read, 
and Includes all information stored eleetronioallr—whetker 
on computer disk or otherwise. 


t 
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jjjGKTLY KZWfl THURSDAY, JUKI IS, !••• 


ABZRNSTKYi Xf 0.8. troops left Europe, would that soon o 
^utral Ceraany? 

HAN i I think ono eon trust the Germans. They, they ore 
..ary such looking now to tho Cost. But the know thst thslr 
position is in tho Most. 

ABERHXTKYt Tho tension betwsan dreaas end reality eontinued 
•a dorboehsv traveled on a high-speed, experimental train that 
vte delayed an hour by a boab scare. Xn hie four days here, 

Sor h« chav touched West Germany's deep desire for a less dangerous 
turope and revived the seul-searehlng about where the federal 
republic should stand between Bast and west. Bob Abernathy, 

NBC Hews, Bonn. 

KZTl 


garrick UTLEY r Xn this country, the supreae Court hands 
down another laportaht daeision on oivil rights. And Oeneral 
Kanuel Noriega of Banana. Aaeriean authorities think they nay 
now have found the sacking gun. We ' 11 have that, as we continue. 


KXTt 

HIT I 


COXKSftCXAL 



GARRICK UTLXYt Bor sore than e year new, the 0.1. govern- 
sent -has been pursuing Oeneral Manuel Noriega, the ruler of 
Banana. He has already boon indicted for his role in drug 
trafficking. But investigators wanted acre, hard evidence of thV 
aoney he has made. New, they .believe, they found it, aore than 
■one thousand pages of docuaents of Noriega 1 a socret, numbered 
bank- accounts overseas. Brian Boss. Is here now with his exclu- 
sive report. Brian. 

KIT i 


% 




BRIAN ROM I Garrick. Aaeriean authorities say they 


J 
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RIGHTLY KTWS THURSDAY, JUKI 19, !••• 


consider these bank documents to be tha smoking gun in tha drug 
eiii against Ganaral Noriega. Tha documents vara salsad laat 
October in London by British authoritias aftar tha bank usad by 
Horiaga, tha Bank of Credit and Conaerce# was itsalf indietad in 
t drug aonay easa in Florida. 

Aftar aonths of going through all tha doeuaants salsad in 
tha bank, British authoritias this vaak tumad ovar tvalva boxes 
of notarial, including tha raeords of as aany as savan sacrat 
accounts controlled by Noriega. 

Tha records show that Horlega, vhlle receiving an Any 
salary of about fifty thousand dollars a year# deposited at least 
fifty ailllon dollars since ha opened tha account in early 10B2# 
According to authoritias vho have seen tha bank raoords, a key 
docunent is a latter froa Horiaga .to his banker# Aajad Avan# nov 
under arrest in Florida# instructing tha banker that the accounts 
oust be kept sacrat and that no bank statenenta aver be sent to 
Horiaga in Panama. 


Authoritias believe that aost of tha aonay coses fz 
Noriega's dealings vlth Coloablan drug bosses, with international 
ans dealers, and vlth tha CIA# which had Horiaga on tha payroll# 
Authorities say one transaction in particular stands out. Tha day 
aftar Horiaga was indicted on drug charges# twenty-seven million 
dollars of Horiaga' s aonay was transferred out of a secret 
account in London to another sacrat account in Luxeabourg, money 
American authorities may nov try to salsa# Garriok. 

HIT I 


GARRICK UTLXYt Thank you# Brian# 

Tha supreae Court today mads a significant ruling on civil 
rights. It confirmed tha right of an individual to go to oourt 
and sue for daaagas in ease of private raelal discrimination# 

What is laportant is this decision is that although the Court has 
vaakanad civil rights programs in recant rulings, hero it refused 

to override an earlier Court decision# that is the power of 

legal precedent. Carl Stem explains. 


KIT l 
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discuss the subpoenas served on Robert Altman ("Altman”) and 
Raymond Banoun ("Banoun") by the Kerry Committee. The 

meeting lasted approximately thirty (30) minutes and resulted 
in my receiving information from the Source that was 
predicated upon his personal contacts in Washington, D.C. 

The Source advised that there is no return date for 
subpoenas that have been served on Altman and Banoun by the 
Kerry Committee. In response to those subpoenas, the Source 
stated that Altman and Banoun are opposing the subpoenas and 
doing everything within their power to call in "political 
makers ". Consequently, it may be that Altman and Banoun 
will succeed in quashing their subpoenas or having them 
withdrawn; and not end up 'testifying before the Kerry 
Committee. 

According to the Source, the Kerry Committee and its 
Staff have a strong belief that the Bank of Credit and 
Commerce International (Overseas) Limited ( " the BCCI? ) i.is£a^ ; 
"bad" or "evil" bank. Indeed, the Source r stated that^^e^ 
Kerry Committee and its Staff ^genuinely •£ be lie ve^^at^BCCI^ 
has furnished wholesale advice to : its: cxistbmerei^egar^iing^Si^^. 
structuring of federal f income- tax j evas iori;^tod>^at£B 
deliberately sought and 1' accepted i?.as^depos its^^ffit^none^ ^^: 
With respect to the structu3^gj#?of§^ 

evasion, the Source stated '~that%the ^Kerry^Committee^and^^^s^ 
staff believe that BCCI has , furnished «advise^o^t^^stonSM^ 
about off-shore deposits ; of f -shore^loans f'^letters^of^CTedit: 
and offshore transactions . The'f.common threads concerning? alT . 
such advise, according to the-' Source, is the ' evasion of - 
payment of federal income taxes./'v:-,; 
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Additionally, the Source stated that the Kerry Committee 
and its Staff are deeply concerned about the overlap of 
ownership to BCCI, First American Bank and other entities. 
With respect to this matter of the overlap of ownership, the 
Source stateul that the Kerry Committee and its Staff intend 
to question Altman closely in his capacity as a banker. 

With respect to the overlap of ownership issue, the 
Source surmised that Garon Pharone ("Pharone") might be 
subpoenaed by the Kerry Committee. Pharone would be a likely 
candidate to be subpoenaed to testify before the Kerry 
Committee because of his contacts and association with Bert 
Lance. 

The Source stated bluntly that the Kerry Committee is on 
a "crusade" • In short, from the information available to the 
Source at this time, it appears that the Kerry Committee 
wants to put BCCI out of business . 

The Source stated that the Kerry Committee and its Staff 
are also concerned about past contacts between such Committee 
and Altman and Banoun. These past contacts may have resulted 
in representations having been made by either Altman or 
Banoun or both that were not accurate. The Source suggested 
that these inaccurate, or perhaps false, representations may 
have related to the production of documents or Cooperation 
with Government. 

The Source stated that it is anticipateable that the 
Kerry Committee will direct its questions to Altman in his 
capacity as a banker, not in his capacity as a lawyer. The 
Source further stated that it is expectable that Banoun will 
be questioned about representations he made to the Kerry 
Committee regarding document production and/or cooperation 
with the Government. 

The Source emphasized that the matters he was revealing 
to me were extraordinarily sensitive and confidential. 
Accordingly, he stressed that the utmost in confidentiality 
should be observed in order to preserve and protect the flow 
of information on this mattar. 

The Source stated that the intense effort being made by 
the Kerry Committee was very unusual. However, the Source 
did not know, and had not heard, what triggered these very 
intensive efforts by the Kerry Committee regarding BCCI. The 
Source did note, however, that the Kerry Committee had 
received substantial, negative information about BCCI 
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preliminarily from the United States Customs Service; and 
that such a negative information had been reenforced by 
further condemnation ef BCCT by the T»«- 

The foregoing accurately summarizes the highlights of my 
meeting with the Source approximately two-weeks ago. The 
within memorandum is not, and is not intended to be, a 
verbatim account of that meeting with the Source. Moreover, 
because of the singular nature of much of the information and 
the direct and personal contacts made by the Source, this 
memorandum and its contents should be disseminated on only 
the most selective basis. 
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320 RAfiK AVENUE NEW YORK MY 10022 


V 


March 1, 1990 

OATE: 



from: B.A. Palkhiwala to: Mr. Swaleh M. Naqvi 

USRO - New York President 

SUBJECT: sj^TVS REPORT ON MIAMI AGENCY LICENCE 

SYNOPSIS OF DEVELOPMENTS TO DATE TO ENABLE COURSE OF ACTION 


On Wednesday, February 28th, accompanied by Larry Wechsler and Greg Baldwin, 
the undersigned met with the Criminal Investigation Department of the U.S. Internal 
Revenue Service in Fort Lauderdale. 

Attending the meeting were Mr. Daniel M. Dockum, Chief of the Criminal 
Investigation Division and his Assistant, Mr. Tom Ferris. 

The purpose of the meeting was to present BCCs case to the IRS which was 
pressing for a possible indictment against the Bank in the Southern District of 
Florida. BCCs Plea Agreement and other cooperation agreements were made with 
the Middle District of Florida and apparently, the Southern District does not 
necessarily have to abide by them. 

If the IRS decides to press for an indictment, the case would be referred to the U.S. 
Attorneys Office in Miami for their concurrence and, finally, indictment and trial. 

To cut the long story short (detailed Minutes will be provided by our Legal Group), 
this was the first time that the IRS came face-to-face with a BCC person. The 
historical background of the Bank, its shareholders, its activities, its regulatory 
progress of the past 18 months, etc. were not known to them in any significant detail, 
nor did they appear interested in such details. Their focus was only in bringing 
about the successful prosecution of various U.S. citizens or entities who they felt 
were evading U.S. taxes, and proceeding against the Bank who they felt was possibly 
in collusion with such entities and corporations to assist in U.S. income tax evasion. 

All they wanted to know was "what can you really do for us, how can you help us, 
if we were to decide not to indict you?”. As plain as that. As a corollary, they 
expressed doubts as to how they can ensure that if a deal was struck, the Bank would 
honor it. 

Messrs. Wechsler, Baldwin and I went through every aspect and explained our 
position, explained that cooperation had already begun and that the IRS would 
giving nothing away because the Bank, besides being on a 5-year probation, could 
be indicted at any time in the future and hence, the advantages lay with the 
Authorities. 


DC 007501 
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At the end of it all, Mr. Dockum stated that much would depend on what Mr. 
Gerald Lewis would do. We explained that the loss of the Miami Agency license 
would be an unfortunate but localized situation and that possibly, the Bank would 
continue to exist (and cooperate) in New York and California. 

However, an indictment has other overtones involving overseas regulators, financial 
institutions, government institutions, customers, market confidence, etc. They 
appeared to understand the differentiation we were attempting to explain. 

At the conclusion of the meeting, Mr. Dockum stated that the meeting had been 
very useful and we got the impression that we might have stopped the head-long 
rush towards another indictment, but whether we have eliminated it or not, remains 
to be seen. 

The turning point, if any, was the outline of how the Bank could cooperate and the 
tremendous advantages of assisting the areas where the IRS would have little success 
by itself. Mr. Dockum hinted that in view of the IRS* very meager resources, such 
assistance would be of considerable value - provided they got it. 

Conclusion: - Cautious optimism. 

(If an indictment would come, it would not be earlier than 4 weeks and not later 
than 8 weeks. The IRS* recommendations would go from Miami to Atlanta to 
Washington for finalization.) 

OPTION S Q N MI AMI .AGENC Y . L IC ENS E 

If a second indictment were to occur, there is no question that the Miami Agency 
License would cease to exist as the media pressure would be extreme. 

If we assume that the indictment is not coming, then the focus is on the options that 
Mr. Gerald Lewis can exercise on BCC Miami Agency License. 

OPTION 1 

He may decide to revoke/cancel the Miami Agency License prior to the 
expiration date of March 14, 1990. 

In such an eventuality, BCC has the right to demand an Administrative 
Hearing. If the request for the Hearing is approved, the Miami Agency 
License is deemed to be continuous until such time as the Hearing is 
concluded. The possible time frame for such a Hearing from start to finish 
could be up to 6 months, at the end of which two things can happen: 
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1) The Judge may uphold Gerald Lewis' decision and the Miami License 
would stand cancelled. BCC would have the right to appeal to a 
higher Court Alternatively, BCC could accept the verdict and ask for 
a 60-90-day period to wind up its affairs in Florida. 

2) The Judge could rule in BCCs favor and the State of Florida would 
have to renew the License. They could, however, impose further 
sanctions, i.e. substitute the MOU with a Cease and Desist ORder and 
any other restrictions. 

The consensus is that Mr. Lewis will not cancel or revoke the License. 

OPHQM2 

Mr. Gerald Lewis may simply allow the existing License to lapse on March 
14th. This could be done by a letter addressed to BCC prior to March 14th 
stating that the Renewal Application has been rejected. 

(As a corollary, it is felt that BCC is more likely to learn of this rejection 
from the press as the letter to be addressed to BCC could be in the hands of 
the media before it arrives at the Bank. This would be a retaliation for the 
manner in which Mr. Gerald Lewis learned of the BCC Plea Agreement in 
Tampa.) 

There are no Florida Statutes that call for the continuation of the Miami 
Agency License once the Renewal Application has been rejected. 

BCC would have to resort to the Courts to obtain an injunction and a 
continuance of License pending a request for a Hearing. Once the Hearing 
has been granted - which could again last up to 6 months - the License would 
be deemed to be continued and the Bank could continue to operate until the 
conclusion of the Hearing. 

Whatever would the decision be of the presiding Judge, the same procedure 
would thereafter apply as outlined under Option 1. 

The consensus of our Legal Group is that Mr. Gerald Lewis is most likely to 
exercise this Option. 

OPTION 3 

Under this Option, Mr. Gerald Lewis may decide to renew the License on a 
probationary basis for continuing short periods, say 60 or 90 days at a time 
pending the resolution of further investigations, deals, etc. 
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Besides being a highly unsatisfactoiy solution, the danger is that at the end 
of a period close to November, 1990, Mr. Lewis may make the final decision 
not to renew in order to get maximum fresh political advantage just prior to 
the November elections. 

ADVANTAGE S AND DIS ADVANTAGES OF PROLONGING OF THP. 
LICENSE PERIOD THROUGH HEARINGS PROCEDURES 

The Hearings, as outlined in Options 1 and 2, could provide the advantages of 
buying time. 

During this period of a few months, it may be possible for the Bank, with the 
assistance of our Legal Group, to demonstrate to the various Authorities (Federal, 
U.S. Attorney, IRS, DEA, etc.) the actual cooperation given by the Bank and the 
benefits thereof to the Authorities. If these benefits are clearly demonstrated to be 
of great importance to the Authorities, then some or all of these government entities 
could be induced to press our case with and, hopefully, convince Mr. Gerald Lewis 
to reinstate the Miami Agency License. 

It could also give a breathing space with the Florida State Banking Authorities and 
Mr. Gerald Lewis to work out some other arrangements that maybe acceptable to 
them. Mr. Bruce Roberson of Holland & Knight in Tampa, who has his finger on 
the pulse, estimates that BCC’s chances at a Hearing are, at best, less than 50-50. 
It is conceivable that during this period of Hearing, the chances could improve over 
50%. 

If the decision of the Judge goes against BCC, the Bank will have on its record the 
fact that its License had been cancelled. This could obstruct the chances for BCC 
to obtain a license anywhere else in the world or to purchase a Bank anywhere else 
in the United States or anywhere else in the world. 

It is my personal opinion that extra weighage should not be given to this factor 
because as matters stand at present, the Bank is already labelled as a convicted 
felon, a fact that can have no better or worse effect on any future license application 
than if any of its licenses has been revoked or cancelled. In other words, we are 
already at a disadvantage as of February 5th when our guilty plea was accepted at 
the Federal Court in Tampa. 

However, we should consider whether winning a decision at the Hearing is worth the 
effort for BCC. 

Is it worth for us to have won the right to operate in an environment of hostility 
from the State Regulators, hostility from press and media, hostility from the 
constituents and hostility from the local financial institutions. 
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The fact is that continuing under a 5-year probation as imposed by the Federal 
Court in Tampa, additional restrictions from the Florida State Authorities and an 
unrelenting press continuing its witch-hunt, only the flimsiest of excuses, justified or 
otherwise, could cause our License, our reputation and our continuance in that State 
to come under pressure. In other words, in spite of our victoiy, we could be 
hounded to death. Does an international institution with S20 billion in assets have 
to contend with such an existence in one of its secondary locations. 

At this point, we should considcr the decision to withdraw imr Application for the 
renewal of t he Miami Agency License and pre-empt any aggressive move by Mr. 
Gerald Lewis largely for reasons of political advantage. We will have left voluntarily 
instead of the stigma of being asked to leave. 

But then, one might argue, did we not state earlier that the cancellation of the 
License can hardly put us in any worse position than that the Bank is in as convicted 
felon? 

Not a worse position. It could put us in a better position, i.e. in a position of some 
slight advantage. 

By this I mean that the Regulators, financial institutions and key clients are aware 
that we have pleaded guilty under the doctrine of criminal responsibility, where a 
Bank is deemed to be guilty because of the acts of some of its employees. 
Institutions outside of the U.S. realize that the Bank would not be guilty in any other 
country except the United States because of this particular U.S. law. In the light of 
this, a voluntary withdrawal by BCC in Miami would be an advantage. 

However, this decision, if it is to be made, has to be finalized by the end of business 
Friday, March 2nd, as it is likely that Mr. Gerald Lewis may announce his decision 
in the following week. Everyday thereafter, we increase the risk of being beaten to 
the punch by a possible announcement from Tallahassee. 

SECOND INDICTMENT: HOW DREADFUL IS IT? 

We have been so focused and tension-ridden about the possibility of a further 
indictment that we have bestowed upon it the power to signal a catastrophe for 
BCC 

But let us pause for a momenrand think/ Of course a second indictment will be 
dreadful. Yes, it will upset the Overseas Regulators. Yes, it will lead to another 
open season against BCC in the press and media. 

However, let us analyze what this second indictment will be all about. 
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The IRS have stated that the indictment would be brought about as a result of 
investigations and activities going back to 1988 and earlier. No indictment is 
expected for any fresh event during 1989 and after. 

We have gone through all our accounts with the Legal Group and Price Waterhouse, 
central audit and we have ourselves cleaned our shop. In truth, the indictment will 
be counter-productive; they will be beating a dead horse as they will be looking at 
events which happened in 1988 (or before) and after the Bank in the U,S. was re- 
organized, re-fitted, upgraded, automated and has passed the strictest iFederal and 
State Examinations in all locations in 1989. 

This fact will be dear in the minds of the U.S. Regulators and can be explained to 
all the overseas Regulators and Central Banks. 

On the one hand, we have the U.S. Justice Department, the U.S. Attorney’s Office 
and the Federal and State Regulators, induding Florida State Regulators, confirming 
the progress of BGC the new professionalism and the fact that the Bank is now 
considered to be a good corporate citizen. On the other hand, some governments 
department are hostile and refusing, by their actions to acknowledge this fact 

Hence, whereas a second indictment will cause considerable discomfort, we should 
not attribute to it greater destructive powers than it possesses. If it comes, let us 
face it 

At one time, we were much worried with the superseding indictment It happened. 

I do not wish to minimize the impact of such an eventuality but let us take the 
terror out of it and review it in the cold light of day. 

PUBLIC RELATIONS 

It is my strong recommendation that should Mr. Gerald Lewis hold a Press 
Conference at the time that he decides to pull the Miami Agency License, we should 
be prepared within 24 hours to issue our own statement which should be blunt, 
factual and aggressive. We should not be afraid to tell the public that in our view 
this is a situation where State Officials have gone against the recommendations and 
opinions of Federal, State and other government departments, possibly for political 
gain. 

In the U.S., silence could be mistaken for guilt. We have to speak out. 

We have to prepare two draft releases and keep them ready by Friday, March 2nd. 
One: to promptly deal with an announcement from Mr. Gerald Lewis’ Office 
allowing our License to lapse. Two: to deal with the withdrawal of our Application 
by ourselves. 
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I have recommended to Lany Wechsler and Greg Baldwin that both of these should 
be kept ready and Larry Wechsler has informed me that one press release is ready 
and that he would discuss the matter with Mr. Altman to prepare the second release 
and keep it ready. USRO has plans at each Agency to immediately approach the 
Regulators and thereafter, key institutions to explain either move. 

If mine were the decision, I would voluntarily move out of Miami because it will be 
impossible to survive in a hostile environment We could consolidate the manpower, 
assets, deposits and all businesses in New York and I have confidence that we could 
make New York one of the most profitable operation in BCC. We could do much 
of the business in New York that is now being handled by Miami. We will grow and 
expand in the environment in New York where a more mature Federal Reserve 
Bank and more mature Regulators sympathize with our position and where decisions 
affecting a Bank of the stature of BCC will not be subject to the whims of a 
politician. 

I would welcome the opportunity to discuss and clarify any of the above, keeping in 
mind that the clock is running. 

Kindest regards, 





anager - USA 


cc: Mr. Robert A. Altman, Clifford & Warnke, Washington 

Mr. Lawrence H. Wechsler, Janis, Schuelke & Wechsler, Washington 
Other Attorneys 
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LcujlU'XV/O 


rgTj^ Bank of Credit and Commerce International s.a. 

[5 UMTEOrnTCSMOaONALOmCC 320 mRKAVBAJE NEW TOflKKY 10022 


March 7, 1990 


VIA TELEFAX 

Robert A. Altman, Esq. 

Clifford & Wamke 

815 Connecticut Ave. NW, Suite 1200 

Washington, D.C 20006 

Dear Mr. Altman: 

I have been trying to reach you since yesterday. 

Greg Baldwin has set up an appointment with Carol Wilkinson 


(REDACTED) 


The meeting is on Thursday at 3:30 PM and I sincerely request you to have Lany 
accompany us. 


Kindest regards. 


BA. Palffiiwala 
General Manager-USA 


faxed 


CC: Mr. Lawrence H. Wechsler - Janis, Schuelke & Wechsler, Washington, D.C. 


HN 0019 


PHONE: (212) 715*2800 TELEX: 42S602 BCO NY EO FAX: (2 12) 715-2860 CABLES: BANCBECOM 
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Bank of Credit and Commerce International 

UNITED STATES REGIONAL OFFICE 320 PARK AVENUE NEW YORK NY 10022 



CLIENT/ATTORNEY PRIVILEGE 


March 21, 1990 


Mr. Robert A. Altman 
Clifford & Warnke 
815 Connecticut Ave. NW, Suite 1200 
Washington, D.C 20006 

Dear Mr. Altman: 

Events have moved so rapidly and on so many fronts during these last 3-4 weeks that I felt 
that 1 should provide my comments for purposes of coordinating this multi-sided situation. 

My comments are aimed at ensuring firstly, that we provide priority where necessary, and 
secondly, that items of secondary priority do not inadvertently drop between chairs. 

This letter may possibly serve as one of the basic pieces around which some discussions can 
.take place in London next week. 

1) PERSONNEL ISSUES 

When Messrs. Wechsler, Baldwin and I met Ms. Carol Wilkinson on March 9th, the 
issue of the Bank taking action against its errant employees, irrespective of whether 
any Government Agency moved against them or not, was an issue that was forcefully 
presented to us. I gather from her comments that she felt that Tariq Jan should 
have been fired - "the customers documents (Pratt) found in his desk drawer" 
episode. The pointed reference to "a person in London" remains unidentified. 


PHONE: <2 12) 715-2000 TELEX 425802 8CCI NY EO FAX: <212) 715-2880 CABLES: BANCRECOM 
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Mr. Robert A. Altman 
Clifford & Wamke 
Page 2 


Several months ago, we identified certain people, particularly the gentleman in 
Jamaica who should be given his walking papers. Nothing has yet happened and 
if your investigations have revealed good reasons to fire this individual, we should 
do it immediately. If there are other names on this list, we must also move on them 
immediately if we are to follow up on our commitments and not lose credibility with 
key officials and departments. 

As these employees will be outside my jurisdiction, I would appreciate your 
comments as to what action to take, because in-action will merely ensure that any 
resulting debris will wash up on my doorstep. 

Another issue is that both the Florida and New York Regulators have questions the 
large staff at Miami Agency (82 employees) and New York Agency (72 employees 
+ Regional staff of 29). 

Mr. Sullivan of the New York FED and Caroline Harless of Atlanta FED have both 
pointedly remarked that not only is the staffing excessive, but there are 
discriminatory processes of the benefits paid to international staff as opposed to local 
staff. International, staff are those officers who are appointed by London and get 
special housing loans, furloughs, country allowances and other privileges. Up to now, 
the local staff has got nothing but I have instituted housing loan, car loan and 
personal loan for them. There is some justification for non-American personnel 

being assigned to the USA on an international staff status. There is no justification 
for US citizens to be given international staff status. There are 6 of these and it is 
deemed to be a discriminatory practice because these US citizens get benefits that 
other US citizens do not. 

Patrick Lynch, Marvin Hancock and Kburshid Alam are US citizens enjoying 
international status. I have tried in vain since September, 1989 to have all US 
citizens converted to local staff status but I have failed. I need permission to convert 
all US citizens to local staff no later than March 31, 1990 or we may attract US 
Regulators’ criticisms. 

I believe that a reduction of at least 20 employees at each Agency is feasible, along 
with a cut of 7 people in the Regional staff. The US must reduce from a total staff 
strength of 224 to approximately 170. If Miami closes, the maximum staff strength 
should be not more than 100. 

In addition to overstaffing, the profit picture is suffering dramatically and the US 
Region must be given a free hand to rationalize or face the consequences. 
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Mr. Robert A. Altman 
Gifford & Wamke 
Page 3 


2) INDEPENDENT INVESTIGATION 

We came away from the meeting with Carol Wilkinson on March 9th convinced that 
we are facing a serious situation, perhaps second only to the October, 1988 
indictment, and with greater potential for danger than anything Gerald Lewis or the 
Plea Agreement can muster. 

For whatever reasons, right or wrong, I came away with the feeling that a second 
indictment was a near certainty and a serious effort on our part - displayed by 
actions and not words - could perhaps avert disaster. Perhaps. I am equally 
convinced that a lack of such a display will make action against the Bank inevitable. 

In my conversations with Lariy Wechsler after the March 9th meeting, I had 
expressed this view which Larry had promised to convey to you. I am now 
reiterating this view because we must have something additional to lay on the table 
by mid-April if it is not to be our last supper. 

When I briefed Mr. Naqvi after the March 9th meeting, he agreed with the need to 
.. conduct a private investigation but with the provision that there must be some 
concrete evidence against the employee before he would be prepared to dismiss 
them. 

Private investigations, along with #1 afrdve, require top priority as we are committed. 

3) COURT HEARING AND RELATED STRATEGY 

Everyone, verbally and in print, has stated that our chances for success at the 
Hearing are slim. The strategy is to use the time in order to make a coordinated 
deal with all relevant Government Agencies, Districts, etc. to give the Bank some 
protection against maverick indictments in exchange for codified cooperation, some 
of it already demonstrated by the Bank. 

However, I would be opposed to offering ad-hoc cooperation to any Government 
Agency if firstly, the results of such cooperation are used against the Bank, and 
secondly, an overall understanding with all concerned Government Agencies has not 
been reached. 


X 


I 
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Mr. Robert A. Altman 
Clifford & Warake 
Page 4 


Our past efforts have shown that cooperation has resulted in the Bank being faced 
with a congratulatory pat on the back from one side, along with the possibility of a 
slap in the face from another. This ongoing dichotomy has to be rectified or the 
Bank can’t function in the USA. 



I thought that I would bring these objectives to your attention and join you on the franking 
side, to accomplish them under your guidance. 

By the way, I would mention that copies of any of my letters are only sent to those who are 
addressed or copied. If you agree, however, I would like to place the contents of this letter 
on the Agenda for London, unless steps have already been taken to make ‘these items 
obsolete. 


Kindest regards. 


fiMiki 

J3A. Palkhjwala 
General Manager-USA 


1 c.i tfr 


CC: Mr. Lawrence H. Wechsler - Janis, Schuelke & Wechsler, Washington, D.G 

Mr. Raymond Banoun • Arent, Fox, Kintner, Plotkin & Kahn, Washington, D.G 
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(|[^ FAX TRANSMIT l.ON 

to: Mr. Robert A. Altman 

Clifford & Wamke, Washington, D.C 

I wish to bring the following to your attention. 

1 ) 

2 ) 

(REDACTED) 

3) 

4) I have been chosen to take the place of London Credit Committee Officials and give 
my deposition on Thursday. Therefore, I may be unable to reach New York until 
Friday night but you can reach me, care of Feroze Deane. 

They don’t call me Lucky Pierre (apologies to Banoun) for nothing. 

Kindest regards, 

(dictated by from London by Mr. B.A. Palkhiwala) 


CC: Mr. Raymond Banoun - Arent, Fox, Kintner, Plotkin & Kahn, Washington, D.C. 

Mr. Lawrence Wechsler - Janis, Schuelke & Wechsler, Washington, D.C 



Bank of Credit and Commerce International s.a. 

UNTTVD STATES MGtOMAL OPPtCC 8DMIKMWUC MTW VOW MV MOB CMS TtMMO TBlEX *&K8 1001 NY CO FAX »WI WMBO 


March 27, 1990 

198 

FAX NO. 
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FAX TRANSMIT ’.ON 


March 27, 1990 

198 . 


to. Mr. Robert A. Altman 

Clifford & Warlike, Washington, D.C 


FAX NO. 

NO. OF PAGES 1 of 1 

ref.no. 


I wish to bring the following to your attention. 

1) The telephone number for Kerry Rothschild, a friend of Gerald, is (813) 253-6551. 
Trust you will issue suitable instructions. 

2) lam informed by Romit Basu that FEBA have removed our name. 

This unprofessional action deserves a firm response, especially as I had met with the 
President and Chief Executive Officer and explained our inability to defend ourselves 
because of the Gag Order. They had agreed to permit me to address the Members 
and/or their Executive Committee at an appropriate time and had stated that they 
would take no further action at the present time. 

For a Bankers' Association to act in this irresponsible manner, at a time when we 
are under appeal in the Court in the State of Florida, is pathetic and my humble 
view, which is shared by Feroze Deane, is that we should make an aggressive and 
unmistakable response which we can copy to other Bankers' Associations who are 
fighting to ensure that cavalier action is not taken against banks. 

I don't know if you will agree with this view but if you do, I suggest a draft response 
should be prepared and reviewed by all prior to despatch. 

3) Re: Amin Jindani, the Bank had sponsored him for Permanent Residence several 
months ago when he was to transfer from LACRO to USRO. The transfer did not 
materialize. Please phone Bar cell a. 

4) I have been chosen to take the place of London Credit Committee Officials and give 
my deposition on Thursday. Therefore, I may be unable to reach New York until 
Friday night but you can reach me, care of Feroze Deane. 

They don't call me Lucky Pierre (apologies to Banoun) for nothing. 

Kindest regards. 


(dictated by from London by Mr. B.A Palkhiwala) 


CC: Mr. Raymond Banoun • Arent, Fox, Kintner, Plotkin & Kahn, Washington, D.C. 

Mr. Lawrence Wechsler - Janis, Schuelke & Wechsler, Washington, D.C. 


Bank of Credit and Commerce International s.a. 
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MONEY LAUNDERING 



Reprinted from Money Laundering Alert, August 1991 
Copyright 1991. All rights reserved. 


Clifford firm served as paymaster in Tampa BCCI prosecution 
Performed role before hidden BCCI interest in D.C bank was known 


From an account at First American Bank in Washington, D.C., the law firm of Clark M. 
Clifford, from 1 988 to 1 990, served as the paymaster in the Tampa money laundering prosecution 
of BCCI and eight of its employees. 

The firm paid the legal fees of all defendants and all BCCI employees who were witnesses 
in tire case. It also paid the fees of the accounting firm of Price Waterhouse, a number of private 
investigators, and others who were recruited with the firm's blessing to provide services In the 
Tampa case. 

The firm’s checks bore the legend "BCCI Legal Defense Fund." 

The law firm, Clifford and Warnke, continued as bursar for the defense long after Its 
clients, BCCI S.A. and BCCI (Overseas) Ud., pleaded guilty to numerous money laundering 
charges In the Tampa federal district court. 

The Clifford firm's influence in the money laundering case, which was the first time BCCI 
had ever faced criminal charges anywhere, went beyond the payment of fees. 

Even after the guilty plea by the BCCI entities, the firm's lawyers were kept fnformedof 
discussions at periodic meetings, usually attended by more than 20 lawyers, accountants, 
investigators and others, devoted to coordinating defense strategies and to “damage control,* 
as one insider puts it. 

The Clifford firm was kept closely Informed of the course of the trial, and of the evidence 
produced, by the attorneys It had hand-picked to monitor the case and to represent BCCI's 
employees. 

The guilty pleas by the BCCI corporate entities resulted in a $1 5 million “forfeiture" penalty 
to which the government consented. The plea agreement was roundly criticized at the time as 
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being too lenient on the bank. 

The BCCI guilty pleas also removed the opportunity for government prosecutors, In a 
public trial, to probe the corporate relationships of BCCI such as its then-secret control of First 
American Bank. 

Clifford and his law partner and protege, Robert A. Altman, are stockholders of First 
American Bank and sit on its board of directors. 

The pleas also precluded chances to explore other money laundering activities of BCCI 
which are now coming to light. 

Altman was at the apex of the team he selected to supervise the coordinated Tampa 
defense. Within the Clifford firm, John Covin, an attorney, reviewed and approved the multitude 
of detailed bills that came from the many persons hired to serve on the defense team. The 
payments reached the millions of dollars. 

Altman's field general was Washington attorney and former federal prosecutor, Lawrence 
H. Wechsler, who, In turn, had two former federal prosecutors, E. - Lawrence Barcella and 
Raymond Banoun, as his principal lieutenants. All three practice law Independently and are not 
affiliated with the Clifford firm. 

Below them, a number of independent Washington and Florida lawyers, all of them paid 
by the Clifford firm, performed the day-to-day services of representing the BCCI employees. 

No BCCI employee, including those who were charged with crimes, was dismissed by 
BCCfeven though the defendants had been in prison since October 1988. The accused BCCI 
employees were convicted in July 1990, after which they were dismissed by BCCI. 

At the time of their involvement In the Tampa case it was not yet known that Clifford and 
Altman may have misled the Federal Reserve Board about the hidden Interest which BCCI had 
acquired in 1981 in the offshore holding company which controls First American Bank. 

The rote that Clifford and Altman played In BCCI's fraudulent acquisition of an Interest In 
First American Bank is under investigation by the Federal Reserve Board and New York County 
District Attorney Robert M. Morganthau. 

Clifford and Altman are stockholders of Credit and Commerce American Holdings N.V. 
(CCAH). That offshore company is the parent of First American Bankshares, Inc., which owns 
First American Bank. 

In announcing a $200 million civil penalty against BCCI last month, the Federal Reserve 
Board said that In 1 981 Clifford and Altman represented a number of Investors who were seeking 
to acquire an interest in CCAH. The investors said they were doing so With their own money. At 
the time, there were suspicions that BCCI money was illegally financing the acquisition. 

At a hearing before Federal Reserve and other banking regulators In April 1981, Altman 
said "there Is no connection between (CCAH) and BCCI in terms of ownership or other 
relationship." 



At the time of that meeting, money laundering had not yet been made a federal offense, 
but the Bank Secrecy Act, which was enacted in 1970, required banks to report large currency 
transactions. 

It Is not known what investigation of BCCI, If any, was Initiated by any agency of the 
government as a result of that encounter. 


Money Laundering Alert, 1460 Brickell Ave., Miami, FL 33131 USA 
Telephone (305) 530-1652 Fax (305) 630-9434 
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February 26 , 1990 


Robert F. Stall 
Bank of Credit and Commerce 
International 
320 Park Avenue 
New York, New York 10022 

Dear Mr. Stoll: 

John Kovin has referred to me your letter dated 
February 16, 1990 concerning the payment of certain 
legal bills. However, we do not have authorization 
to pay the 5380,000.00 in fees that you have refer- 
enced in your letter from the legal defense fund 
that we administer. 

The legal defense fund is used to pay legal 
expenses in those instances where we have reviewed 
and approved the bills that are submitted. While 
we had earlier agreed to review the bills sent to 
New York which relate to Florida, those statements 
were not sent to us for our evaluation. Accordingly, 
it would be inconsistent with our commitment to BCCI 
if we were to reimburse New York for the fees you paid 
when we have no prior knowledge of the bills, or the 
appropriateness of the amount. 

Of course, this appears largely to be an internal 
accounting issue, and we would certainly remit the 
5380,000.00 to the New York office if we are directed 
to do so by London, as we must account for all expen- 
ditures from the fund. I am therefore sending a copy 
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Robert F. Stoll 
February 26, 1990 
Page 2 


of this letter* to London so that I may receive advice 
and direction. 


I trust this is responsive to your inquiry. 

Sincerely, 

Robert A. Altman 


cc: Mr. Swaleh Naqvi 

Mr. B. A. Palkhiwala 
John F. Kovin, Esq. 


DC 018184 
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Nay 8, 1990 

MEMORANDUM TO THE FILE 

RE: Meeting with Federal Reserve Staff 


A seating was held at the Federal Reserve beginning' at 
6:00 PM with william A. Ryback (Deputy Associate Director, 
international Supervision and Applications, Banking Supervision 
and Regulation Division), Don S. Kline (Associate Director, 

Bank Holding Coapenios, Banking Supervision and Regulation 
Division) , Janes Xeller (Legal Division) , and a Mr. Barnes 
to discuss with the staff any concerns that nay have arisen 
- following the publication of articles in Rscardla'a and the 
wall street Journal , in this regard, vs also wished to 
discuss Mr. Rybaek' s earlier inquiry concerning any BCCX loans 
to First Anerican shareholders in connection with the acqui- 
sition of Financial General by the investors, or which are 
otherwise of interest. 

Mr. Tuttle stated that the purposeof the meeting was to 
answer any questions the staff sight have arising froa the 
articles, to address any issues about BCCX's relationship with 
First Anerican, and to report to 'then current infoxaatlon 
available concerning any BCCX funding of the 1982 acquisition 
of Financial General. Mr. Altaan reviewed a letter ~froa BCCX 
President, Mr. Svaleh Naqvi, a copy of which had previously 
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been sent to Mr. Rybaek, advising us that BCCI had not financed 
tha acquisition in any raspact. Saa Attachment A. Mr. Altman 
further reported that follow-up lattars had baan sant to aach 
of tha First American shareholders requesting confirmation 
that the original purchases ware made from personal funds and 
seeking authorization to review with BCCX loans made subse- 
quently to the investors which may have been secured by a 
pledge of CCAK shares, fifth Attachment B. 

Mr. Rybaek indicated he was net really interested in 
subsequent loans from BCCX, but asked Instead that we seek Mr. 
Naqvi 'a permission for Mr. Rybaek to share the Naqvi letter 
with other supervisors. Specifically, he would like to 
provide a copy to the regulatory authorities overseas which 
apparently had first raised the matter with him. He did not 
identify the regulatory body or bodies. The suggestion was 
that by forwarding to them a copy of Mr. Naqvi's letter, he 
should be able 'to close his file on this matter.' Mr. Altman 
said he would contact Mr. Naqvi and request such permission; 
we did not anticipate any objection. Mr. Rybaek will be 
traveling for the next 10 days or eo and we should secure a 
response by the time he returns. 

Mr. Altman reviewed our reaction to the Regard le*s and 
wall street Journal pieces, end advised them of a subsequent 
meeting with two reporters from the Washington Post . He 
reported that documentation developed during the regulatory 
proceedings approving the applications refuted the beslc 
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allegations in ths Reoardle's article as to (i) the allegedly 
unsavory background of the investors and (li) the suggestion 
that federal and state regulatory approvals had been obtained 
on the basis of nere representations by legal counsel. Copies 
of correspondence froa the N.Y. State Banking Department to 
Congressaan Rosenthal and Congressional tsstiaony by fpraer 
Federal Reserve Board Chairman, Henry Wallich, vers furnished 
to the Board staff. See Attachments C and D. Mr. Keller 
noted that the Board staff had in fact undertaken a very . 
thorough regulatory review of the transaction, and he agreed 
with the assessment of the N.Y. Banking Departaent letter and 
the Wallich tsstiaony that the review was extraordinarily 
comprehensive. 

Mr. Altman further advised that testimony in the Tampa 
criminal proceedings by the government's ehief witness 
appeared fully to rebut the Wall street Journal contention 
that widespread money laundering was known and condoned at the 
highest levels of BCCX senior aanageaent. In fact, the 
tsstiaony establishes to the contrary >. such activity was 
contrary to dear BCCI policies and those engaged in such 
wrongdoing at lower 'levels bad tc -keep it secret froa senior 
aanageaent. 

Mr. Altman next turned to the issue of the BCCX/First 
American relationship. The ecquisition of BCCX by Abu Dhabi 
was noted (along with reported sweeping aanageaent changes) 
which substantially lessened the shareholder overlap between 
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th* companies . Mr. Altman, however, advised of efforts to 
pursue the issue raised by Mr. flyback and stated that 
identical letters had been sent to each CCAH shareholder 
requesting confirmation that their acquisition of First 
American had been with personal funds and seeking further 
information regarding loans, if any, from BCCX that might have 
been granted by a pledge of CCAH shares, copies of the letter 
sent to Kamal Adham were given to the Board staff as a 
sample. £ss Attachment B. Mr. Altman reported that we had 
received a response from Adham (confirming BCCX had not 
financed the acquisition) , that ve were expecting more 
responses, and that ve would be happy to provide the Board 
staff with such letters when they are received. 

There was then discussion regarding the regulatory impli- 
cations of possible BCCX loans to the shareholders (subsequent 
to the original acquisition) that may be secured by a pledge 
of CCAH shares. Mr. Altman pointed out that he had no 
concrete information, but bad heard reports of loans by BCCX 
to certain shareholders in amounts ranging from $400 million 
to over $1 billion. Ho did not know how accurate these 
reports wore, or what would be the purpose of any such loans. 
Mr. Altman further indicated that an informal, off-the-record 
inquiry had been made of Price Waterhouse who advised that 
there were loans to shareholders that appeared to be properly 
documented. However, Mr. Altman said be did not get any 
specific information. We did understand assets were securing 



such loans and bsliavad tha collateral was CCAH stock In sons 
instances. (We also noted that there were no CCAH bearer 
shares, and that there was no formal pledge of stock recorded 
on the books of CCAH.) Finally, Mr. Altman indicated his 
understanding that the shareholders froa Abu Dhabi have never 
borrowed froa BCCZ or any other bank. We emphasized again 
that this inf emotion could not be entirely reliable; it was 
only what we had heard. Zn this regard, we stated that the 
shareholders have never advised us of their financial dealings 
after the acquisition was completed in 1982. 

Mr. Kline expressed some interest in BCCZ loans, noting 
that Mr. Naqvi's letter appears worded not to asks representa- 
tions about post-acquisition lending against CCAH shares, we 
' agreed that Mr. Naqvi advises such loans have been aade, though 
no security for the loans is detailed. Mr. Tuttle suggested 
that, even assuming that. there were significant borrowings 
against CCAH stock by First Aaerican shareholders , the key 
regulatory issue is only whether BCCZ is in soae way exercising 
a controlling influence over First Aaerican. There is no 
legal or regulatory prohibition against borrowing froa BCCZ, a 
view apparently shared by the staff. As to this basic control 
issue, there can be no question that the current U.S. manage- 
ment of First Aaerican runs the operation and establishes and 
implements t&e Company's policies and programs. This has been 
the ease froa the beginning and has been broadly acknowledged 
by regulators thaaselves, including in tha recent exaaination 
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by the Richmond Fad in connection with it* review of the 
application to retain ownership of the Bank of Escambia, H.A. 
Zt has also been observed by state banking officials such as 
Coaaissioner Bailey in Virginia. Mr. Altaan invited the 
Federal Reserve to audit the Cospany or talk to any First 
Aasrican senior officer if there were any questions at all on 
this point. 

Mr. Ryback 'concurred in this view, and emphasised that 
his Halted concern was only to inquire as to any BCCX 
financing of the original acquisition in view of information 
supplied hia by foreign supervisory authorities. We agreed 
again to get permission from Mr. Naqvl to release the BCCX 
letter. 

Following this discussion, Mr. Altaan took the oppor- 
tunity to advise the Board staff as to further developments 
regarding any possible sale or merger of First Aasrican, as 
wall as the possible purchase by Sheikh Baled of seas saall 
aaount — 8 percent or 10 percent -- of CCAH stock. Re 
emphasized that such matters were still uncertain ~ that no 
final decisions had been reached, but that he wanted the Board 
staff to know that such subjects were under consideration. 

Mr. Altaan acted that the Company had received expressions of 
merger interest from a number of southeast regional banks 
which we were considering and there was some indication of 
interest by the Government of Kuwait (although the degree of 
such interest had not been made clear). Another possibility 
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1* that Abu Dhabi sight seek to acquire the Coapany. Mr. 
Ryback lightly noted that the deala involving a eoutheaet bank 
or Xuvait vare preferable, given reeent developments with Abu 
Dhabi's acquiring control of BCCX. 

The meeting lasted approximately 48 minutes. Zt was 
emphasised by Mr. Altman and Mr. Tuttle that good relations 
with the Board were of paramount importance and that if' the 
staff had any concerns or questions they should .immediately 
contact us. we would endeavor to secure any information they 
wished to obtain. 


Robert A. Altman 
Baldwin B. Tuttle 
J. Griffin Lecher 


Attachments 

0«IH 
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[Whereupon, at 6:35 p.m., the subcommittee was adjourned, to re- 
convene at 10 a.m., October 25, 1991.] 





NARCOTICS AND FOREIGN POLICY 
IMPLICATIONS OF THE BCCI AFFAIR 


FRIDAY, OCTOBER 25, 1991 
U.S. Senate, 

Subcommittee on Terrorism, Narcotics, and 

International Operations 
of the Committee on Foreign Relations, 

Washington, DC. 

The subcommittee met, pursuant to notice, at 10 a.m., in room 
SH-216, Hart Senate Office Building, Hon. John Kerry (chairman 
of the subcommittee) presiding. 

Present: Senators Kerry and Brown. 

Senator Kerry. This hearing will come to order. 

If I could ask the panelists to take their seats at the panel, that 
would be helpful. Do we have everybody here? [Pause.] 

Senator Kerry. Good morning. 

The Subcommittee on Terrorism, Narcotics, and International 
Operations will hear this morning from Acting Director Richard 
Kerr of the Central Intelligence Agency and from three representa- 
tives of the State Department: Mr. Alan Kreczko, the Deputy Legal 
Adviser, Laurence Pope, Associate Coordinator for Counter-Terror- 
ism, and Grant Smith, the Deputy Assistant Secretary for Interna- 
tional Narcotics Matters. 

Among the many significant questions that are raised relative to 
BCCI are the degree to which the intelligence community had 
knowledge of BCCI’s involvement in this country and elsewhere 
and the steps that were taken to communicate that knowledge of 
various agencies of our government. 

Questions are raised about the CIA’s use of a bank that had been 
known at an early time to be engaged actively in an illegal owner- 
ship in this country. 

The first inkling that we had as a committee that there was an 
intelligence community involvement with this bank was three 
years after the beginning of this investigation. It was then when 
we first learned of a CIA report from former Customs Commission- 
er, William Von Raab, who told my staff that Mr. Robert Gates 
had provided him with a report on BCCI when Mr. Von Raab re- 
quested information on the bank in the course of the C-Chase oper- 
ation in Tampa. 

According to Mr. Von Raab, Mr. Gates referred to BCCI at that 
time as the “Bank of Crooks and Criminals.” Soon thereafter, Mr. 
Von Raab learned from a different source of the existence of intel- 
ligence accounts at BCCI. 


( 569 ) 
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Regrettably, there was a problem in really getting answers to the 
questions that we posed thereafter. We contacted the CIA twice 
and were informed that the report did not exist. 

Two months later, after pressing significantly, the CIA “found” 
the report. The report was delivered to the Senate Intelligence 
Committee in a classified form, on the ground that it contained 
“extraordinarily sensitive information.” 

When I received the report— and I say this as somebody who re- 
spects the notion that there is incredibly intelligence-oriented, sen- 
sitive information, and it does exist — but when I reviewed the 
report, just as a matter of common sense and some basic judgment, 
I must tell you I found nothing, in my mind, in it that could be 
classified as “extraordinarily sensitive, let alone anything which 
justified it being classified at all. 

It contained the revelation that the CIA knew back in 1986 that 
BCCI secretly owned First American and had told Federal law en- 
forcement of that fact. That fact has since been declassified by Mr. 
Webster prior to his departure at my request. 

In the meantime, however, the rest of that report remains classi- 
fied for reasons that I must tell you, frankly, I find very hard to 
understand. 

Subsequent to that, my staff, who were cleared at top secret 
level, requested a briefing of what the CIA knew about BCCI, and 
we were provided with briefers who were totally unfamiliar with 
the basic facts about the bank, including even the identity of a 
former head of Saudi intelligence, Mr. Kamal Adham, who was a 
central player in BCCI, whose name we’ve heard many times in 

the course of these hearings. 

In early August, on the very day that Congress was leaving for 
recess, after all of our inquiries, Mr. Kerr, who is here today, ap- 
peared in public to give a speech to a group of students at the Na- 
tional Press Club, and, indeed, they were able to learn what We 
were not, which was that the CIA, itself, it made use of BCCI. 

There were no questions permitted at the time. But I must say 
that it struck me as ironic that a group of students at the Press 
Club were learning, formally from the Acting Director, of this fact 
while a Senate subcommittee had been pressing to get some infor- 
mation on it for a fair amount of time. 

Added to these facts is the fact that Mr. Kamal Adham, the lead 
shareholder in First American, apparently had a lengthy relation- 
ship with the intelligence community, and at least one other share- 
holder in the original takeover of Financial General Bankshares 
was a business partner of the former CIA Director and Ambassador 
to Iran, Richard Helms. 

Beyond this, we have statements by the Finance Minister of 
Pakistan, Mr. Sartaj Aziz, who told the London “Financial Times” 
on July 25, 1991, that it was his understanding that the CIA made 
use of BCCI in his country to provide rewards to the Afghan rebels 
and Pakistani military officers coordinating that movement. 

This past week, we have received additional testimony from an 
officer within BCCI who, in his sworn testimony, stated that the 
former head of BCCI, Mr. Agha Hasan Abedi, believed he had been 
targeted by the CIA. That is not a new belief by many people in 
many countries. But additionally, it was felt by some of the officers 
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working with him that there had been some sort of relationship 
that had been created. 

Mr. Sakhia, one of the top officers of the bank in this country, 
also testified that he was contacted by the FBI for help in unravel- 
ing the involvement of BCCI in arms sales to Iran as part of the 
Iran-Contra Affair. 

There are documents which we have obtained independently 
from BCCI that confirm a participation in planned arms deals in 
1985 and 1986. While some of these deals may have been aborted, 
in the end, they do appear to have been negotiated with important 
Iran-Contra figures, like Adnan Khashoggi and Manusher Ghor- 
banifar, who is the arms merchant used by Oliver North and the 
NSC for negotiations with Iranian “moderates.” 

Yesterday, we learned for the first time from Mr. Altman that 
his bank, in fact, was a depository of the CIA, despite the fact that 
the CIA knew that First American was secretly owned by BCCI. 

These are the connections that obviously raise questions. 

Now, again, I want to reiterate — and I say this adamantly — I am 
not in any sense of the word an opponent of the CIA’s need to have 
bank accounts and to maintain secrecy. This committee respects 
that concept, the chairman respects that concept, and I understand 
that there will be a need to have some testimony in private session. 
We will do so. 

Similar questions arise with respect to the State Department. 
There were many signals in many different countries with respect 
to the “culture of criminality,” as it has been referred to by the 
Bank of England, though the Bank of England, obviously, didn’t re- 
spond to that any too soon, either. The question is whether or not 
in the course of State Department efforts and so forth there was 
some knowledge of the bank’s criminality and some failure to act. 

There is a propensity up here in the U.S. Congress to look at 
things after the fact, and it’s all clear as a bell, and people make a 
lot of judgments about things that I am not sure any of us would 
have made or could have made at a particular time, without the 
retrospective made available. 

So, this is fact finding and not finger pointing. I hope all of you 
will help us to understand exactly what took place here so that we 
can try to make some judgments down the road. 

I welcome all of you here and look forward to your testimony. I 
understand you will have some opening statements, and after that, 
we can proceed with the questioning. 

Why don’t we lead off, Mr. Kerr, with you, if we can. Then, after 
your opening, I’d like to get the openings from the State Depart- 
ment. Then we will come back. 

Does that empty chair represent the gulf between the CIA and 
the State Department? 

Mr. Kerr. No, I think it’s an accident. 

Senator Kerry. It’s an accident, like most. All right. 

Mr. Kerr. Quite simply, I didn’t know that we were going to 
have quite this array here this morning. 

Senator Kerry. Well, actually, I didn’t, either. But we welcome 
you. Thank you. 

[COURT REPORTERS NOTE: Due to an inadvertent oversight, today’s witnesses, 
Mr. Kerr, Mr. Kreczko, Mr. Pope, and Mr. Smith, were not sworn in prior to giving 
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their testimony. However, following their testimony and before, the close of the 
hearing. Chairman Kerry swore in die witnesses in a retroactive swearing or affir- 
mation.] 

TESTIMONY OF RICHARD KERR, ACTING DIRECTOR OF CENTRAL 

INTELLIGENCE 

Mr. Kerr. Mr. Chairman, thank you. 

First of all, 1 might say just in a general comment that, as an 
intelligence officer for 30 years, I find myself a little reluctant in 
an open hearing to talk about intelligence, intelligence sources, 
and intelligence methods, and the information that we acquire 
through that process. 

You pointed out, for instance, that you saw a report, or at least 
heard about a report, that you didn’t find particularly 

Senator Kerry. Would you pull the mike a little bit closer, if you 
would. That would be helpful. Thank you. 

Mr. Kerr [continuing]. That you saw a report that you didn’t 
find the information in particularly sensitive. I think often that is 
true. 

But our concern is not only the information that we get, but also 
the way we get it. Sometimes you can get information overtly, out 
of a newspaper; and sometimes you can get it clandestinely. It is 
the sources and the sensitivity of those sources sometimes that 
makes the difference between how we classify and not the informa- 
tion that is contained in the report. 

We are, and I am, responsible, and you have indicated you are 
clearly not trying to go beyond this process into the details of the 
intelligence operations. I appreciate that. 

Senator Kerry. Let me just say that I totally agree. We’re run- 
ning into a lot of that in the MIA/POW issue. Clearly, sources indi- 
cate an enormous amount, and there is obviously a reason to keep 
sources quiet, to protect them, sometimes their lives, let alone the 
network. I understand that. 

In this particular memo, it was just a summary written by some- 
body in the Agency, with no sources mentioned. I tried to separate 
that. 

Mr. Kerr. I understand. But sometimes it’s rather difficult, and 
maybe it’s difficult for us at times to separate the information we 
get from the way we get it. So we are often looking at how we get 
it as the sensitivity, rather than just the information. 

I might also say that, in this case, it is extremely important, 
from my perspective, to protect sources and methods because, if I’m 
going, as an intelligence organization, if we are going to continue 
to collect against areas of importance to national security, I need to 
protect those sources. I mean, the very areas I’m going to talk 
about today are not areas that are history. They involve activities 
and things that are ongoing and that are very important to the 
future. 

At the same time, one of the reasons I’m here is because I think 
it’s important to clear the air, and I think it’s important to state 
what CIA’s and the intelligence community’s involvement with 
BCCI was. I intend to do that as directly and as forthrightly as I 
can, while also trying to protect the information as best I can. 
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I have a statement that’s going to set it out in an unclassified 
form. As an introduction, let me state that CIA conducted a thor- 
ough review of its activities over the past several years with regard 
to BCCI. We’ve done that from the management point of view, 
from our own intelligence point of view, and an independent inves- 
tigation has been conducted by our statutory Inspector General. 

The results of our look at this, including the report by our statu- 
tory Inspector General, were made available to the Senate and 
House Intelligence Oversight Committees, which are our principal 
funnels into the Congress. The Senate Intelligence Committee has 
conducted its own independent investigation of CIA’s involvement 
with BCCI with the full cooperation of the Agency and of the intel- 
ligence community. We expect their report will support our find- 
ings on this issue and the points that I’ll make subsequently. 

There have been, from my perspective, a number of outrageous 
and unfounded allegations of illegal or improper relationships be- 
tween CIA and BCCI that have been made in the press and else- 
where. I want to respond to several of those allegations directly. 

But first, I’d like to provide the committee with a perspective of 
the Agency’s foreign intelligence collection program against BCCI. 

CIA’s foreign intelligence collection focus on BCCI began in the 
mid-1980’s, due to their suspected involvement in narcomoney 
laundering. As a result of an initial, successful, intelligence collec- 
tion operation, a larger operational program was developed in the 
timeframe from 1986 to 1990. 

This operation focused on the people, the mechanisms, and the 
way that BCCI laundered narcotics money. 

As a byproduct of our effort against BCCI money laundering, the 
CIA collected limited intelligence on such things as the manipula- 
tion of financial markets, weapons proliferation, and terrorism. 
CIA reported in early 1985 that BCCI had succeeded in gaining 
control of Financial General Bankshares in late 1981. As you know, 
Financial General Bankshares later became First American Bank- 
shares. 

During the period from 1979 to 1991, several hundred reports 
were produced by the Agency’s Directorate of Operations discuss- 
ing BCCI’s activities. BCCI was also discussed in a number of fin- 
ished Directorate of Intelligence studies, analytic studies, where in- 
formation about the organization was tied into larger discussions of 
terrorism and counter narcotics. 

The CIA’s intelligence on BCCI was disseminated to a number of 
U.S. Government intelligence consumers, including Treasury, Cus- 
toms, Commerce, DEA, NS A, DIA, Federal Reserve Board, the De- 
partment of Energy, U.S. Trade Representative, the Department of 
State and the FBI. 

They were distributed during this entire period, as information 
was received, as individual reports. 

Now, I might add that not all of the reports went to all of the 
consumers. Some reports were earmarked for particular people, 
and some were sent to a larger number of customers. The distribu- 
tion of some was rather limited. 

I might also add that’s one issue where we have looked back at 
our own dissemination and are going to try to tighten it up a bit to 
be a little more consistent than we have been in the past, and try 
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to make sure that we have a little better focus on our dissemina- 
tion of reporting on issues like this in particular. 

As for allegations in the media of CIA illegal or improper rela- 
tionships with BCCI, let me go down those directly. 

CIA did not assist or encourage, either by action or implication, 
any wrong-doing on the part of BCCI or its employees. CIA took no 
action, including withholding information, to influence or impede 
any existing or potential civil or criminal investigation or prosecu- 
tion of BCCI. In addition to providing information concerning BCCI 
activities to law enforcement agencies, CIA registered no objection 
when it was consulted by law enforcement agencies regarding 
whether any CIA equities might be imperiled by an investigation 
or a prosecution. 

To the contrary, in all the instances where the Agency was con- 
sulted, CIA responded that law enforcement action would not 
impact on Agency interests. 

The Agency did not acquire intelligence on the decisions made by 
or the role played by major foreign Shareholders in the 
BCCI, including Kamal Adham and Adnan Khashoggi. 
to this point in a moment. 

With regard to BCCI in Panama, the Agency collected intelli- 
gence on the use of BCCI Panama by major narcotics traffickers. 
With regard to the plans and intention of the Chairman, Abedi, 
and senior BCCI management, the Agency collected and dissemi- 
nated intelligence on the overall corporate strategy of illicit activi- 
ty in international financial markets. The allegations that the 

Agency placed Abedi on a watch list or had a direct or indirect re- 
lationship with him, or recruited him for CIA activities, are base- 
less. 

CIA was not involved with any alleged BCCI black network of 
thugs and assassins, as described in the press. 

CIA was not involved with, nor did it have knowledge of, any use 
of BCCI for the sale of arms to Iran or the diversion of funds for 
the Nicaraguan Contras in connection with the Iran-Contra Affair. 

BCCI was not a major banking mechanism used by the Agency 
for the support of covert foreign intelligence operations. It was 
used on an extremely limited basis for legal banking transactions. 
Accounts were also opened with the bank to facilitate acquisition of 
information concerning the bank’s illegal activities. 

BCCI management was not witting of Agency involvement in 
these activities. Let me say that again, because I think that’s an 
important issue and one that we’ve heard some news about. That is 
that BCCI management was not witting of Agency involvement in 
these activities. 

In summary, from my perspective and in our review of it, I think 
CIA did its job and did it well. The Agency collected and dissemi- 
nated strategic foreign intelligence on BCCI’s illicit foreign finan- 
cial activities to policy makers beginning several years ago. CIA 
also disseminated that foreign intelligence through appropriate 
channels to the intelligence and law enforcement communities. 

CIA conducted a detailed and thorough investigation of CIA’s ac- 
tivities regarding BCCI. No evidence was found indicating any im- 
proper or illegal activity by CIA, and we feel confident that the 


operation of 
I’ll go back 
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Senate Intelligence Committee’s investigation, as I said earlier, will 
reach that same conclusion. 

We have asked the SSCI to brief the chairman and other mem- 
bers of this subcommittee on its findings. 

I would like to make one point that I think is important to put 
CIA’s activities with regard to BCCI in some appropriate context. 

First of all, BCCI was a target. But it’s important, I think, to un- 
derstand that we are not an investigative agency or a law enforce- 
ment agency. What we were interested in doing was not trying to 
find wrongdoing per se and trying to follow the individuals or 
detail their involvement. Our focus was on the activities that BCCI 
was involved in with regard to drug traffickers or trafficking, 
money laundering, terrorism, or arms deals. We were focused on 
larger strategic problems and issues, not on the bank itself or the 
individuals involved. 

That’s one of the reasons why, when you ask us in some of the 
interrogatories that you’ve given us for detailed information about 
individuals or about specific actions, we replied that in effect they 
were not targets of our particular collection. We were focused on a 
set of activities that really went beyond BCCI, but that were using 
BCCI as a mechanism. I think that’s an important consideration. 

As you’ve indicated, I would be glad to expand on my unclassi- 
fied comments in a closed hearing in additional detail. 

Senator Kerry. Well, what I’d like to do, Mr. Kerr, is get you to 
expand in open session a little bit on certain areas here that I 
think ought to be a permissible area of inquiry. As we discussed 
previously on the telephone, where we clearly understand that 
we’re moving into an area that might compromise something, then 
we’ll do that privately. But there are some things that I think we 
could articulate a little bit further that are raised just by your 
opening testimony here. I’d like to come back to it, if I can. 

Who’s going to lead off? 

Mr. Kreczko. Am I pronouncing that correctly? 

Mr. Kreczko. Yes. 

Senator Kerry. Would you just state your name and who you are 
for the record and go right ahead. 

TESTIMONY OF ALAN KRECZKO, DEPUTY LEGAL ADVISER, 
DEPARTMENT OF STATE 

Mr. Kreczko. Thank you, Mr. Chairman. 

I’m Alan Kreczko, Deputy Legal Adviser at the State Depart- 
ment, and I’m pleased to introduce the Department’s testimony 
concerning the foreign policy implications of the Bank of Com- 
merce and Credit International scandal. 

As we emphasized in prepared statements submitted to this com- 
mittee in August, the State Department has viewed this matter 
from the outset of the revelations of BCCI’s control of First Ameri- 
can as one properly conducted and controlled by law enforcement 
and bank regulatory officials. 

The Department has undertaken to cooperate to the fullest 
extent in assisting the various investigative efforts of the Federal 
Reserve and the Department of Justice. With the continuing sup- 
port of our embassies and consulates abroad, the Department regu- 
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larly provides direct assistance to the Federal Reserve and to the 
Justice Department in connection with their respective investiga- 
tive efforts. Questions concerning the conduct of those investiga- 
tions would need to be put to the law enforcement agencies in- 
volved. 

The committee has sought the Department’s views on the foreign 
policy implications of the BCCI scandal. We will try to be fully re- 
sponsive to the committee’s questions. 

Of course, our assessments are preliminary, since various domes- 
tic and foreign investigations are still underway, and the full 
extent of the implications of this case may not have been disclosed. 
Moreover, an extraordinarily wide range of allegations has been 
made concerning BCCI. While the Department has conducted a 
review of its own files, we are not an investigative agency and have 
never been involved in foreign investigations of the various accusa- 
tions that have been leveled against BCCI and its officers. 

I am accompanied today by several Department representatives, 
who will address areas that the committee has indicated to be of 
specific concern. Sitting at the witness table with me are: Grant 
Smith, Deputy Assistant Secretary for International Narcotics Mat- 
ters, who will testify as to what the Department knows about 
BCCI’s role in narcotics operations and money laundering; and 
Laurence Pope, Associate Coordinator for Counter-Terrorism, who 
will testify as to what the Department knows about BCCI’s role in 
terrorism. 

Sitting behind me and available to answer questions as to what 
the Department knows about the foreign policy implications of the 
BCCI scandal in particular regions of the world are: Richard 
McKee, Director of the Office of Arabian Peninsula Affairs, and 
Roberta Jacobson, Deputy Director of the Office of Policy Planning 
and Coordination in the Inter-American Bureau. 

Mr. Chairman, before turning to these individuals to address spe- 
cific areas in detail, I would like to provide a general overview. 

First, as I’ve indicated, the Department has reviewed its records 
for material related to BCCI. The Department has relatively few 
records which pertain to BCCI from the 1970’s or early 1980’s. We 
have some reporting from the late 1970’s on the establishment of 
BCCI branches in various countries. We have also located a 1978 
biographical sketch of Abedi, which noted that BCCI engaged in 
“questionable, if not illegal” activities, referring to BCCI’s effort to 
acquire Financial General Bankshares. 

In 1983, we received a request from New York State authorities 
for information about BCCI when BCCI sought to establish an 
agency office there. We solicited the view of our Embassy in Lux- 
embourg and specifically asked for any comment on trafficking in 
arms or controlled substances. 

Our embassy in Luxembourg responded at the time that BCCI 
was a prominent and reputable financial institution. Thus, our 
records from this period contain very little suspicious material 
about BCCI. 

This situation changed markedly in the mid-1980’s, when the De- 
partment became aware of BCCI’s involvement in money launder- 
ing and terrorism. Mr; Smith and Mr. Pope will explain, subject to 



577 


classification considerations, what the Department knew and how 
it responded. 

With respect to the foreign policy implications of the BCCI scan- 
dal, I would distinguish between the implications of our law en- 
forcement actions on U.S. bilateral relations with the key countries 
concerned, and the effects of the BCCI scandal itself in various 
countries and regions. 

As to the former, U.S. law enforcement actions have not, to date, 
had a negative impact on bilateral relations with the key countries 
affected. 

Our relations with the United Arab Emirates remain very good. 
We have explained to the government that our actions are motivat- 
ed solely by our efforts to enforce the law, and the United Arab 
Emirates has indicated from the outset its desire to cooperate with 
U.S. investigators. An investigative team from the Federal Reserve 
was received in Abu Dhabi last spring, and the UAE Government 
subsequently made available a large number of BCCI documents to 
the Federal Reserve. 

More recently, the UAE Government has received a team from 
the Department of Justice. 

In Pakistan, the initial public response was that the actions 
taken by the U.S. and the U.K. were politically motivated and re- 
flected anti-Muslim sentiment. However, as the breadth of the 
scandal has been revealed, Pakistani depositors have shifted blame 
to BCCI itself. 

There has been extremely close collaboration with the United 
Kingdom, particularly between the Federal Reserve and the Bank 
of England. There was the potential for a serious foreign policy dis- 
pute with the United Kingdom when the House Banking Commit- 
tee subpoenaed the Federal Reserve for documents provided them 
in confidence by the Bank of England. Fortunately, an accommoda- 
tion was reached with the Bank of England concerning congres- 
sional access to certain of those documents. 

However, we remain concerned that the issuance of the subpoena 
could have an adverse impact on the willingness of countries to co- 
operate in connection with subsequent U.S. investigations. 

The Department has also monitored more generally the impact 
of the BCCI scandal in countries across the globe. While the precise 
dimensions of the impact cannot be assessed until the various do- 
mestic and foreign investigations of BCCI are completed, we foresee 
the following: damage to the economies of certain countries; inter- 
national legal tangles over regulatory jurisdiction, bank confiden- 
tiality, and the disposition of the BCCI group’s remaining assets, 
perhaps prompting reassessment of laws and regulations governing 
international banking; and, in certain countries, adverse political 
fallout. 

While our analysis is necessarily preliminary at this stage, we 
can make a few observations on the current situation. 

The political fallout within Europe from the BCCI scandal has 
been primarily limited to the United Kingdom, where the govern- 
ment’s oversight of BCCI has become a domestic political issue. The 
political impact in other European countries appears marginal. 

The scandal appears to have had limited political or diplomatic 
impact in Africa. However, the economic consequences in Africa 


578 


could be considerable. According to press reports, Cameroon, Zim- 
babwe, and Zambia together could lose up to $200 million in assets. 
The BCCI shutdown could also adversely affect business activity in 
the Sudan, Botswana, Sierra Leone, and the Ivory Coast. 

In Latin America, the impact appears to be primarily political, 
rather than economic, with governments opening investigations on 
BCCI activities and possible political corruption in Argentina, 
Peru, and Jamaica. 

In East Asia, local depositors have been hurt by the closing of 
numerous BCCI branches. The decision of the Government of Hong 
Kong to liquidate the Hong Kong branch of BCCI led to angry pro- 
tests, but it does not represent a major blow to the Hong Kong fi- 
nancial system. 

In the Arabian Peninsula and South Asia, some have chosen to 
see imperialist and Zionist motivations behind the West’s attack on 
what is popularly viewed as a successful Muslim and Third World 
bank. In the United Arab Emirates, there is no evidence the scan- 
dal has eroded the hold on power of the rules of Abu Dhabi or their 
popular base of support. The bank’s failure may, however, create 
certain cash flow problems for the UAE. 

The ramifications in Pakistan will depend, in part, upon what is 
confirmed of the press allegations that BCCI operated an arms and 
drug smuggling operation from Pakistan. 

Closure of BCCI’s four branches in Bangladesh will adversely 
affect its 70,000 individual depositors. 

The impact of the BCCI scandal on terrorism and narcotics traf- 
ficking will be limited. Although there may be temporary disrup- 
tions of some financial flows, most terrorist groups and drug traf- 
fickers will probably be able to redirect funding transfers through 
other institutions. Over the longer term, however, the scandal may 
lead international banks to be more scrupulous about their bank- 
ing practices. 

With these introductory comments, Mr. Chairman, I would ask 
Mr. Smith and then Mr. Pope to comment in more detail on BCCI’s 
role in money laundering and terrorism respectively. 

Thank you. 

Senator Kerry. Thank you very much. Mr. Smith. 

TESTIMONY OF GRANT SMITH, DEPUTY ASSISTANT SECRETARY, 
INTERNATIONAL NARCOTICS MATTERS, DEPARTMENT OF STATE 

Mr. Smith. Good morning, Mr. Chairman. 

I am Grant Smith. I have been Deputy Assistant Secretary in the 
Bureau of International Narcotics Matters in the Department of 
State since October 11. 

My predecessor, Parker Borg, outlined in his statement in 
August what we know about BCCI and actions we have taken to 
deal with narcotics money laundering. 

I’d just like to draw a few comments from that statement. 

First, it is important to note that, while the State Department 
plays an important role in money laundering policy formulation, it 
is not the lead agency in implementation. We cooperate, however, 
on a day-to-day basis with those which have the lead on implemen- 
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tation: Justice, Treasury, the Drug Enforcement Administration, 
Customs, and other agencies. 

The information we have received is often based on the outcome 
of successful cases by those law enforcement agencies. 

As a result of growing administration concern and congressional 
concern about narcotics money laundering, we decided to add a 
specific money laundering chapter in our annual International 
Narcotics Control Strategy Report, or INCSR, beginning with the 
March, 1988, report. The 1991 report contained a money laundering 
chapter of 63 pages, with detailed reports covering 122 govern- 
ments. 

The 1989 INCSR provided 13 paragraphs of discussion of the 
charges against BCCI and its officers resulting from one Customs 
operation. Followup reports on this investigation of BCCI were pro- 
vided in the 1990 and 1991 INCSR reports. 

What are the factors which made BCCI suitable for money laun- 
dering? Setting aside those instances where BCCI managers know- 
ingly promoted money laundering, BCCI seemed attractive to traf- 
fickers for the same reasons that other banks have been found at- 
tractive. 

First, traffickers seek international banks that are sophisticated 
in wire transfers, that have branches in those parts of the world 
where they operate, and which permit quick retrieval of funds. 

Second, traffickers seek banks in those countries where national 
banking laws afford maximum secrecy to depositors, permit nomi- 
nee accounts, and do not provide for close monitoring of cross 
border transactions or currency movements. These are lessons 
which we have learned over the past few years. 

I would now like to focus on some of the actions we have taken 
to restrict narcotics related money laundering. 

Working bilaterally and through multilateral organizations, the 
United States has become a leader in the effort to expand the 
global consensus on good banking practices to prevent narcotics 
money laundering. Cooperation between the financial and enforce- 
ment communities in many governments has improved consider- 
ably. 

This has been influenced by the ratification of the United Na- 
tions Convention Against Illicit Traffic in Narcotic Drugs and Psy- 
chotropic Substances, the Vienna Convention, the adoption of the 
recommendations of the Financial Action Task Force, the approval 
of the European Community’s new policy directive, and other com- 
mitments, and especially by the deliberations which led to the 
drafting and approval of these international accords. 

In accord with the Vienna Convention and the Financial Action 
Task Force recommendations, numerous countries have adopted or 
are now deliberating on provisions which criminalize money laun- 
dering, regulate the flow of currency and monetary instruments, 
mandate records of currency and other monetary instrument trans- 
actions, require declarations of beneficial owners of accounts, and 
compel disclosure of suspicious transactions. 

The challenge, however, is becoming more complex. As we noted 
in our 1991 report, we are detecting money laundering schemes in- 
volving a second tier of countries which were not of major concern 
to us 3 years ago. Traffickers, and more particularly their profes- 
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sional money managers, are actively seeking those countries and 
territories where there are central banks with minimal capabili- 
ties, financial systems with limited controls on foreign exchange, 
and restrictive bank secrecy practices. We are responding by ex- 
tending the dialog throughout the world. 

While compliance with the Vienna Convention and the Financial 
Action Task Force recommendations will remain high priorities, 
the challenge for the future will also include the application of 
these same standards to nonbank financial institutions. 

We need to work to tighten requirements for incorporating or li- 
censing businesses which might engage in financial transactions or 
make use of bearer shares or certificates. We need to develop 
means to regulate exchange houses and other traditional family fi- 
nancial systems, which are at the core of financial exchanges in 
many developing countries around the world. 

In summary, Mr. Chairman, we have been aware of BCCI’s in- 
volvement in narcotics money laundering for several years and 
have indicated that awareness in our reports to Congress. Working 
with officials at Justice and Treasury, we have formulated recom- 
mendations for the Financial Action Task Force and other multi- 
lateral organizations, as well as for use in our bilateral negotia- 
tions with other financial center countries on cooperative counter- 
measures. 

We have made important progress in the last few years, but 
there is a lot more to be done. 

Senator Kerry. Thank you very much, Mr. Smith. Mr. Pope. 

TESTIMONY OF LAURENCE POPE, ASSOCIATE COORDINATOR 
FOR COUNTER-TERRORISM, DEPARTMENT OF STATE. 

Mr. Pope. Thank you, Mr. Chairman. 

Mr. Chairman, I am Larry Pope, Associate Coordinator for 
Counter-Terrorism for the State Department. 

On August 1, Peter Burleigh submitted a prepared written state- 
ment for the record. His statement summarized the links between 
BCCI and terrorism as follows. 

In 1986, the intelligence community developed and disseminated 
information that linked the Abu Nidal organization and its activi- 
ties to a BCCI branch in Europe through the use of front compa- 
nies. The ANO traded profitably 

Senator Kerry. What’s the date on that, again? I’m sorry? 

Mr. Pope. 1986, sir. 

Senator Kerry. 1986. 

Mr. Pope. The ANO traded profitably and successfully in weap- 
ons, construction services, and other business enterprises. Based on 
the information developed by the intelligence community, we 
launched a major diplomatic effort to have the concerned govern- 
ments, which included the previous communist regimes in East 
Germany as well as Poland, expel the ANO personnel responsible 
for these businesses and to close down the companies themselves. 

The efforts we made with other governments to disrupt the 
ANO’s commercial activities were successful. The business front 
companies that financed a major portion of ANO’s activities have 
been shut down. Since the August 1 hearing, the full report pre- 
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pared in 1987 on the ANO front companies on which Mr. Bur- 
leigh’s statement was based has been declassified. Copies of that 
report have been provided to Subcommittee staff. 

We have continued to review the available information with 
regard to BCCTs connections to international terrorism. We have 
not uncovered any information indicating that the ANO or any 
other terrorist group received financial backing from BCC1. 

In a few instances, terrorist groups other than the ANO and one 
state sponsor of terrorism maintained accounts with BCCI 
branches. I regret that I’m unable to be more specific in a public 
hearing. 

Mr. Chairman, at the request of the committee staff, we have 
also looked into the allegations which have been made in the press 
about Mr. Mohammed Hammoud, a Lebanese businessman and 
shareholder in BCCI, who died last year, with regard to his possible 
links to terrorist groups like Hizbullah. We do not have informa- 
tion which would support these allegations. 

Subcommittee staff has also asked about a possible connection of 
the Qassar brothers to BCCI. Mondher and Ghassan Qassar have 
been notorious for their involvement in an arms and narcotics 
smuggling network which has provided revenue for the operation 
of several terrorist groups, including the Abu Nidal organization. 

The white paper, which we have made available to the commit- 
tee, discusses their activities in detail and their close connection to 
the business activities of the ANO, which we worked successfully to 
breakup. 

We also know that the ANO had a banking relationship with 
BCCI. But we are not aware of evidence linking the Qassar broth- 
ers to BCCI directly, although this is plausible given their connec- 
tions to the ANO. 

As investigation into BCCI affairs by appropriate law enforce- 
ment agencies here and overseas continues, we may learn more. 
We will continue to followup any leads aggressively from the coun- 
terterrorism point of view. 

Thank you. 

Senator Kerry. Thank you very much. 

Let me begin, if I can, well, let me sort of run across the board 
here. 

First reports of the State Department on terrorism were in 1986? 

Mr. Pope. First reports of the connection between BCCI and the 
Abu Nidal organizations. 

Senator Kerry. Were in 1986? 

Mr. Pope. That’s correct, sir. 

Senator Kerry. And drug involvement, money laundering, first 
knowledge? 

Mr. Smith. Actually, first knowledge was in 1987, from an inves- 
tigation which was then underway and which was mentioned in 
our 1988 report without giving the name of the bank. We were 
able, in the 1989 report, to mention BCCI specifically. 

Senator Kerry. Well, that was publicly. You had no other knowl- 
edge of their involvement in money laundering or drug activities 
prior to that, even with the existence of five or so branches in Me- 
dellin? 
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Mr. Smith. We would have seen the earlier reports. But the spe- 
cific details were provided by the investigations which were under- 
way in 1987. 

Senator Kerry. So you relied on the law enforcement investiga- 
tions for your knowledge? 

Mr. Smith. That was the primary source of our knowledge. Yes, 
sir. 

Senator Kerry. You didn’t gain it through State Department 
personnel in Colombia? 

Mr. Smith. No, sir. 

Senator Kerry. You didn’t gain it from State Department per- 
sonnel in Panama? 

Mr. Smith. No, sir. 

Senator Kerry. Or any other Latin American countries? 

Mr. Smith. No, sir. 

Senator Kerry. There have been no reports, no cables, no infor- 
mation whatsoever in the State Department about banks’ involve- 
ment in money laundering prior to that? 

Mr. Smith. I believe we’ve done a complete search of our files 
and this is what we’ve come up with, sir. We can check again if 
you wish. But we have conducted a search. 

Senator Kerry. Well, if you’re convinced you’ve done a complete 
search, I don’t want you to — I mean, if you’ve done a complete 
search — and 1 see heads nodding — I take it at face value that that’s 
when you had your first reports. 

Mr. Kerr, what circumstances led to the CIA becoming interested 
in BCCI originally, do you know? 

Mr. Kerr. Well, Senator, as I indicated earlier, we had an oper- 
ational lead early on in the mid-1980’s that led us to focus on it, 
that identified it with money laundering. So that initial focus 
turned around the issue of narcotics money laundering, and that 
provided the impetus for the future focus of collection, which led to 
a variety of others. 

Senator Kerry. And that began in the early 1980’s? 

Mr. Kerr. In the — do you know precisely? Pause.] 

1983-84 would be the timeframe. 

Senator Kerry. So in 1983-84, you were gaining information re- 
garding money laundering. Who did you disseminate that informa- 
tion to? 

Mr. Kerr. We’d have to go through specific reports. But, general- 
ly, our dissemination list, as I indicated, included the intelligence 
community, State Department, the FBI, Treasury, and because 
area of narcotics, obviously to those organizations involved in coun- 
ternarcotics in this country. So it’s tailored by our distribution. It’s 
to some degree tailored by the nature of the reporting with terror- 
ism going to one set of customers, narcotics information going to 
another, and banking information going to another. 

Senator Kerry. Each and ever one of those activities would have 
involved breaking the law, is that correct? 

Mr. Kerr. I’m sorry? Each activity? 

Senator Kerry. Well, each of those activities represented legal 
infractions, didn’t they — money laundering, drug smuggling, terror- 
ism? 
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Mr. Kerr. My assumption is that some of those clearly would in- 
volve the breaking of U.S. law. Others would involve breaking in- 
ternal, local laws of foreign countries. So there’s probably two dif- 
ferent kinds of laws being broken. We obviously have obligations 
within the intelligence community when U.S. laws are broken to 
pass that information to Justice and to our own law enforcement 
agencies. We don’t have a similar obligation, obviously, when for- 
eign laws are broken. 

Senator Kerry. Agreed. 

You made a judgment that in 1985, you said in your testimony, 
you issued a report that since 1981, BCCI owned First American. Is 
that accurate? 

Mr. Kerr. I t hink that’s a correct statement. Yes. 

Senator Kerry. And in 1985, when you made that judgment, to 
whom did you disseminate that information? 

Mr. Kerr. Principally to Commerce and to Treasury, although 
our understanding is the Comptroller of the Currency was in- 
formed by Treasury. 

Senator Kerry. Was Justice informed? 

Mr. Kerr. I don’t believe on that particular report; it was not in- 
formed. 

Senator Kerry. Was DEA? 

Mr. Kerr. DEA? 1 doubt if it was because that was not, again, a 
narcotics issue. It was a b anking issue, as we would see it. 

I think in this case we would see as Treasury our principal cus- 
tomer in the United States intelligence community. 

Senator Kerry. Was the Fed Reserve? 

Mr. Kerr. No. 

Senator Kerry. The Fed was not informed? 

Mr. Kerr. No. My understanding was it was not. 

Senator Kerry. Is there any reason that the Fed would not be 
informed that a h ank was illegally owned in the United States? 

Mr. Kerr. Our assumption at this point in time I believe was — 
and it’s hard going back that long to know exactly why a report. 
We have two issues, though: the first is the sensitivity of the sourc- 
ing of the information, and the second was that Treasury, again, 
was our, what we believed to be our principal customer on informa- 
tion of this sort. And our arrangements, by the way, with Treasury, 
as with State and with others, is that we have an intelligence com- 
ponent or an intelligence organization that is essentially counter- 
part organization in each of those organizations that we deal with. 

Senator Kerry. Now, in retrospect, does this compartmentalizing 
and source issue confront us with a dilemma with respect to the 
other interests that the banking community might have had? 

I mean, here you have Messrs. Clifford and Altman now hauled 
before committees and investigations. You have serious issues 
about the impact on other countries of what has happened, as testi- 
fied to by the State Department. You have millions of small deposi- 
tors who have been affected, not to mention a lot of businesses and 
so forth, as a consequence of BCCI being able to continue to do 
what it was doing. 

Now, you had knowledge in 1985 that, since 1981, First Ameri- 
can, by the judgment of the CIA, was “owned by BCCI.” 
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Messrs. Clifford and Altman are saying they didn’t know that. 
Where do you wind up with respect to a responsibility in terms of 
the banking laws of this country and the interests of the financial 
regulators being able to enforce that law and guarantee the sound- 
ness and safety, if you will, of the banking structure? 

Mr. Kerr. Well, it’s easy in hindsight to make judgments about 
what the CIA should have done, given the way things have devel- 
oped. Obviously, if we had that kind of hindsight, we might have 
done it differently. However, at that time, I think we saw Treasury 
as our principal customer. We understood Treasury informed the 
Office of the Comptroller of the Currency. To us, that was a very 
specific and direct responsibility. 

Senator Kerry. So, in other words, you would say that you feel 
you informed the people who needed to be informed 

Mr. Kerr. Yes. 

Senator Kerry [continuing]. And they should have done some- 
thing with it? 

Mr. Kerr. You’ll have to ask them about their own view of that 
and the context they placed it in and their subsequent view of it. 

But, even in hindsight, I think that was the appropriate custom- 
er for us. In hindsight, if we had added the Federal Reserve on, 
that probably would have been useful for this hearing and we 
would have been able to demonstrate dissemination to one more 
customer, and it might have been useful at that point in time. But, 
again, our perspective on that was that Treasury would be the logi- 
cal place to receive the information. 

Senator Kerry. I understand. 

In retrospect, does that mean that there should be a broader dis- 
semination list? Does it mean there should be a stricter set of 
guidelines as to how that kind of information is used from now on? 

Mr. Kerr. As I’ve indicated to you, we are looking at our own 
dissemination practices to see if we can make sure that we do dis- 
seminate our product to the right person. It’s a continual drama, 
after all to know who’s involved in what issue over a wide range of 
subjects. You can always improve that, and we are taking steps to 
improve it. 

One of the difficulties I think it’s important to recognize is that, 
as intelligence officers, while we have some reasonable insight into 
a lot of issues, we do not necessarily have full insight into necessar- 
ily what breaks the law in terms of banking, or the details of bank- 
ing regulations. We really have to count on others to provide that 
detail. 

We have, obviously, an overview of that and have some sense of 
what is legal and illegal. But when you get into the fine points of 
the acquisition of holding companies, you begin to go beyond our 
expertise, and also, as I said, we are not an investigative unit. We 
are essentially collecting intelligence for a very specific purpose. 
That purpose, quite simply, in this case was primarily, again, 
aimed at the illegal activities that BCCI was involved in — narcotics 
money laundering, terrorism, support to terrorism, and other ac- 
tivities such as that. 

Senator Kerry. Well, how many reports would you say that 
you 

Mr. Kerr. Several hundred. 
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Senator Kerry [continuing]. Disseminated through the communi- 
ty? Several hundred reports? 

Mr. Kerr. Yes. During this timeframe, we disseminated several 
hundred. 

Senator Kerry. And these several hundred reports referred to? 

Mr. Kerr. Primarily in the narcotics area, in terrorism and in 
other reports of other kinds of activities, arms transfers and re- 
ports of 

Senator Kerry. When did you first start sending reports of ter- 
rorist activities? 

Mr. Kerr. Let me ask for specifics. [Pause.] 

1986, I’m told, is the first report on terrorist activities. 

Senator Kerry. When did you send reports with respect to nar- 
cotics activities? 

Mr. Kerr. That would go back into the earlier timeframe, prob- 
ably back in— would that be back in 1983? [Pause.] 

From 1984 on. 

. Senator Kerry. And when did you send reports with respect to, 
the first report, I take it, with respect to the ownership issue, was 
1985? 

Mr. Kerr. That’s right, early 1985. 

Senator Kerry. So, in 1984-85, you began generating a fair 
amount of traffic on this issue, is that fair to say? 

Mr. Kerr. That’s fair to say. We began at that point in time. 

As I said earlier, we had an operational lead that led us to a 
focus, led us to focus our attention. As you might expect, we’re a 
worldwide organization that has a lot of interests. And so, we tend, 
if we pick up a lead or a particular activity, then we focus some 
additional resources on it. But we are spread very thin when it 
comes to looking at all activities of everyone, everywhere. 

Senator Kerry. Now, in your opening statement, you did men- 
tion that you provided information to the Fed. What kind of infor- 
mation was that? 

Mr. Kerr. Well, we have provided information and they are on 
our dissemination list for some products. 

Senator Kerry. With respect to BCCI particularly. 

Mr. Kerr. I believe they were on dissemination lists for a subse- 
quent report. [Pause.] 

They got reporting, but not the initial report, though, in 1985. 

Senator Kerry. Did they in any of the subsequent reports receive 
notice about the ownership that you reported in 1985? 

Mr. Kerr. I believe so. Yes. 

Senator Kerry. You do believe so? 

Mr. Kerr. Let me ask Ted Price, who can be a little more specif- 
ic. 

Senator Kerry. OK. 

Mr. Kerr. He was saying we did not provide specific information 
to the Federal Reserve on the ownership issue. 

Senator Kerry. Why did the CIA choose to use First American 
as a depository when it knew it was controlled by BCCI? 

Mr. Kerr. I assume the same reason a lot of other people used it, 
as a normal bank. It was used to transfer money to hold accounts, 
savings accounts, and other activities for us. But it is not a, it is 
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not an operation, used operationally. It was used as a repository for 
normal banking. 

Senator Kerry. So the fact that you were generating reports on 
terrorist activities, the fact that you were generating reports on 
narcotrafficking activities, the fact that you had an illegal owner- 
ship situation didn’t give you any alarm bells about using this — — 

Mr. Kerr. But be specific about that, Senator, and that is our in- 
formation was not on First American, what you just described. Our 
information about that activity, terrorism and counternarcotics, 
was on BCCI. We do not, number one, collect intelligence on domes- 
tic organizations, and we did not see 

Senator Kerry. You do not do that now, right? 

Mr. Kerr [continuing]. We did not see a link in terms of the ac- 
tivities of First American. In other words, we had no reason to sus- 
pect First American of any of the things you just described. 

Senator Kerry. And so, the fact that First America was, accord- 
ing to your determination, owned by BCCI didn’t matter? You con- 
sidered it a separate entity? 

Mr. Kerr. I don’t think that was a consideration in terms of our 
own banking activities domestically. No. 

Senator Kerry. Now what about, I take it the CIA was aware 
that President Carter traveled to China, traveled to other countries 
in the presence of Mr. Abedi on a BCCI airplane. 

Mr. Kerr. I wouldn’t assume that. Obviously, we’d know where 
President Carter was going just from reading the news. But I’m not 
sure we had identified particularly, you know, the mode of his 

travel or his association. Again, we don’t collect intelligence on our 

former Presidents or U.S. citizens. 

Senator Kerry. If a President of the United States — well, I take 
it you had an interest in the bank. I mean, you’ve said that. 

Mr. Kerr. Certainly. 

Senator Kerry. Correct? 

Mr. Kerr. Yes. 

Senator Kerry. And you were watching the bank very carefully, 
correct? 

Mr. Kerr. Again, I would say, though, it’s very important to say 
we were watching it in terms of very specific objectives. We were 
not watching it as a financial institution. We were not watching 
the leadership in terms of its movements or its activities. 

What we were watching, or what we were trying to do is collect 
information that we felt from our perspective, affected the national 
security interest — I go back to that. That was the focus. 

Senator Kerry. Was it of national security interest to you that 
this bank might be trying to gain a foothold in the United States in 
order to further specific Third World or Pakkistani interests? 

Mr. Kerr. It was sufficiently of interest to us that we provided 
that report to Treasury in the 1985 timeframe. 

Senator Kerry. If that is of interest to you, wouldn’t it be rather 
important to you to evaluate what Mr. Abedi, the head of that or- 
ganization, might be doing with a former President of the United 
States? 

Mr. Kerr. I don’t think so. I think that would be. I’m not sure 
those two are logically connected and I’m not sure we did. 

I wouldn’t, personally. 
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Senator Kerry. Would you not have been concerned about this 
bank that you knew was involved in narcoterrorism, knew was in- 
volved in terrorism itself, and that you knew had an illegal owner- 
ship, that it was openly appealing to the many interests in this 
country? Did that get relayed to anybody? 

Was there any flag raised saying people ought to be notified here 
that this is not a good bank and they’re getting sucked in? 

Mr. Kerr. No. Let me go back again. 

I said we had several hundred reports that we provided on that 
general kind of activity. It seems to me that is our obligation, to 
provide the information to the appropriate organizations and to 
consistently continue to collect, and we did exactly that. 

Senator Kerry. Did you notify those people who could have 
brought legal action against this bank for its activities? 

Mr. Kerr. We provide information to our oversight committees 
and to the Congress on a wide range of things, and to the principal 
executive organizations involved in law enforcement and intelli- 
gence, and in policy. I think that is our obligation, and we did pre- 
cisely that. 

Senator Kerry. Did several hundred reports go to law enforce- 
ment? 

Mr. Kerr. I don’t know the precise number, but certainly a large 
number went. Of that, certainly several hundred were disseminat- 
ed. I would say most of, many of them, depending, again, on the 
subject, would go to DEA, to the FBI, which is our principal con- 
duit for intelligence, and to other intelligence organizations and 
then to policy organizations. 

Senator Kerry. Could you, Mr. Kerr, provide the committee with 
a categorization of those reports, a breakdown of who the reports 
went to and what reports went to people over the period of that 
time? 

Mr. Kerr. 1 don’t see why we cannot do that. It seems to me 
that’s appropriate. 

Senator Kerry. I think it would be helpful for us to understand 
that. 

Mr. Kerr. We’ll provide a general characterization of the 
number, of roughly the numbers in closed testimony. 

Senator Kerry. Is there any reason that the committee couldn’t 
have the reports submitted to 207? 

Mr. Kerr. I’d prefer not to do that. But we can talk about how 
we might do that. Our problem with disseminating individual re- 
ports is we come very close to a sources and methods problem. 

Senator Kerry. No, no, no. I’m not talking about disseminating. 
Could we put them in the intelligence safe over there, so that I, at 
least with code clearance, could review them? 

Mr. Kerr. I’d be glad to pursue that with you, sir, and work out 
some arrangement. 

Senator Kerry. Is this going to be one of those long pursuits, or 
can we? [General laughter.] 

Mr. Kerr. Well, I would rather — I’d like to look carefully at 
what we are talking about and how we are going to do that, and 
talk to our oversight committee about it, and then let us pursue 
that, certainly. 

Senator Kerry. Well, let us pursue that. 
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Mr. Kerr. Let us pursue it. 

Senator Kerry. We will pursue that. 

Mr. Kerr. My problem with that, if I might add, is that we 
would be glad to characterize them for you. We’ll be glad to give 
you a briefing on them. We are a little hesitant when it comes to 
providing access to individual, raw reporting that describes sources 
and 

Senator Kerry. Well, you have provided it to each of these De- 
partments. 

Mr. Kerr. Yes; individually, yes. 

Senator Kerry. Correct? 

Mr. Kerr. Yes. 

Senator Kerry. So if they can get it, I believe the U.S. Senate 
can get it. Is that fair? 

Mr. Kerr. Fair. A U.S. Senator can. We will talk further about 
it. 

Senator Kerry. Thank you. 

Now, what did you learn about BCCI’s involvement in the facili- 
tating of drug trafficking or drug money laundering? 

Mr. Kerr. I think it’s difficult to go much further into this area 
except to repeat what I said earlier, and that is that we did learn 
that there were, in a number of countries, as my colleagues here 
said that BCCI branches were facilitating the introduction of large 
stuns of money out of the narcotics business into the banking 
system. 

Senator Kerry. In how many countries would you say that was 
taking place? 

Mr. Kerr. I would defer. Earlier, I heard the number that you 
gave. I don’t have a precise number. 

Mr. Smith. We have a number of ten, which is drawn from inves- 
tigations conducted by the investigative parts of the U.S. Govern- 
ment. 

Senator Kerry. When did the CIA learn about BCCI’s involve- 
ment in financing international arms trade? 

Mr. Kerr. A specific date I don’t know. There are only a few re- 
ports of that. That is not an extensive body of information, and I 
don’t have — let me ask — I don’t have a precise date. But we cer- 
tainly can provide that date to you, Senator. 

[The information referred to follows:] 

The CIA advised the subcommittee on November 22, 1991, that the date the CIA 
learned of BCCI’s involvement in financing the international arms trade was 1987. 

Senator Kerry. Do you recall how many instances or how signifi- 
cant the arms trafficking information might have been? 

Mr. Kerr. I think that, again, I can characterize it a little better 
in a closed session, but let me just take a stab at it and say that 
those are indirect, and what you have are activities on the part of 
a bank official to move weapons or to facilitate the movement of 
weapons between two countries. So it is a facilitating role. 

Senator Kerry. But you did learn the bank was involved in that 
facilitating role? 

Mr. Kerr. Yes, we did. 

Senator Kerry. Fine. I think that’s the key. 
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What did you learn about BCCI’s involvement in the handling of 
finances of terrorist organizations? 

Mr. Kerr. Again, I think the characterization we had earlier was 
that that is somewhat indirect. Probably, again, I’d prefer, because 
of our continuing interest in this area, to not detail it. But it is pri- 
marily, again, as front men for activities on the part of terrorists 
and helping them with their own front companies primarily in 
funding mechanisms for terrorism. 

Senator Kerry. Did you learn and are you able to state how 
widespread that was within the bank structure itself? 

Mr. Kerr. I think it would be fair to say it was not — I mean, our 
knowledge of it was certainly not extensive. It’s rather limited. 

Senator Kerry. Fairly narrow 

Mr. Kerr. Yes. 

Senator Kerry [continuing]. To the top echelon, so to speak, to a 
narrow group of people? 

Mr. Kerr. Well, it’s limited to a specific number of very few 
branches and to a very specific number of organizations. I think it 
would be unfair 

Senator Kerry. Fair enough. 

Mr. Kerr [continuing]. To characterize it as widespread and ex- 
tensive. 

Senator Kerry. That’s what I’m trying to get at. That’s fair. 

What about knowledge of involvement in the movement of pro- 
hibited technologies to countries who weren’t able to get those 
technologies on the open market? 

Mr. Kerr. My own view of that — and I’ll have to ask the people 
behind me who know the details— I don’t think there is specific evi- 
dence in the technology area. There’s clearly evidence of material 
or weapons that were not, that would not have an appropriate end 
user, that would not be appropriate. But I don’t know of a technolo- 
gy issue. [Pause.] 

Senator Kerry. Did you want to add? 

Mr. Kerr. That’s accurate. 

Senator Kerry. Did you learn anything about BCCI’s involve- 
ment in making bribes or payoffs, or any other forms of payments 
to foreign political leaders or heads of state or other high-ranking 
officials? 

Mr. Kerr. I don’t think we have specific information on that, 
direct information. 

Senator Kerry. So there were no reports with respect to any of 
those matters contained in these reports you made, these over 200 
or so reports? 

Mr. Kerr. There is certainly a small number that talk about cor- 
ruption or kind of sharp practices and ways to avoid local taxes — I 
mean, in that sense. But I think that would be the nature of the 
kind of reporting. 

Is that fair? [Pause.] 

Mr. Kerr. That’s, I think, a fair description of it. I think of the 
kind you are talking about, the kind of issue, I would say no. 

Senator Kerry. Did the CIA learn anything about specific serv- 
ices provided to the Government of China by BCCI? 

Mr. Kerr. No. 
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Senator Kerry. Did you learn anything about the involvement of 
BCCI in the acquisition of proscribed technologies for Iraq? 

Mr. Kerr. Again, 1 think there is some evidence of arms 

Senator Kerry. Through BCCI? 

Mr. Kerr [continuing]. Through BCCI using a front. There is 
some, I know, specific. But I think an arms, this is not major high 
technology. 

Senator Kerry. What did the CIA learn with respect to the rela- 
tionship with Manuel Noriega and Panama? 

Mr. Kerr. On that issue, 1 think it would be inappropriate, given 
the nature of the trial; the Justice Department would prefer me 
not to talk about issues that involve Noriega. 

I think that’s probably appropriate guidance for me. 

Senator Kerry. Can you perhaps at least confirm to the commit- 
tee that you, through those, that in those reports to other agencies, 
there were reports of involvement? 

Mr. Kerr. What I can say is we did collect on involvement be- 
tween BCCI, obviously, in Panama and the use of BCCI Panama by 
major narcotics traffickers. I don’t think you can, I don’t think you 
can, in fact, carry that statement beyond that, too specifically to 
Noriega. 

Senator Kerry. I won’t. We can take that up in private session. 
But I just want to establish, and I think it’s important to do so on 
the record, that you gained information about that. 

What about BCCI’s activities in Colombia, including involvement 
with drug traffickers and government officials there? 

Mr. Kerr. Again, there is reporting on drug trafficking in Colom- 
bia, and the use, as I described earlier, of BCCI as an entry point 
for laundering mo ney . 

Senator Kerry. What about BCCI services provided to the Gov- 
ernment of Pakistan? 

Mr. Kerr. I don’t have specific information on that, on the Gov- 
ernment of Pakistan. I don’t think there is specific intelligence 
that would support that. 

Senator Kerry. Can you share with the committee what the CIA 
learned about BCCI’s secret purchase of First American in Wash- 
ington? 

Mr. Kerr. I cannot do much more than I described to you earli- 
er, and that is that in early 1985, we provided, we had information 
indicating that BCCI had acquired Jthe holding company as early as 
1981, and we provided that information in report form. But we 
have very little other to say about that. In fact, there is very little 
more to say about that. We got subsequent information on that 
issue later, but it did not change the fundamental report of 1985. 

Senator Kerry. How would you describe the nature and extent of 
the agency’s use of BCCI for its operations? 

Mr. Kerr. We used it as a normal bank to move money with ac- 
counts in that bank. As I said, we used it. Those accounts were as- 
sociated with lawful and authorized activities that have been 
briefed to our oversight committees. So there’s nothing that we 
were doing that they were not aware of. 

We also used it as an access mechanism to collect against the 
bank itself. The amounts involved are relatively small, are quite 
small relative to the size of the bank and to our own activities. 
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Senator Kerry. How many accounts would you say there were, 
Mr. Kerr? 

Mr. Kerr. I’d rather not specify them, if I can. But there were 
not very many. 

Senator Kerry. Did BCCI employees know of that? 

Mr. Kerr. No, they did not. 

Senator Kerry. No employees anywhere in BCCI were aware of 
this? 

Mr. Kerr. No. Officials in the bank were not aware of the use 
that we were putting the accounts to. 

Senator Kerry. Was that true initially of First American also? 

Mr. Kerr. Well, First American is quite a different matter, after 
all, a U.S. bank with domestic accounts where 

Senator Kerry. Oh, I understand. I’m just curious. 

Mr. Kerr. Certainly, they knew that there were ACI accounts. 
First American did. I mean, they are open, acknowledged accounts. 
Is that fair? [Pause.] 

Some of them are. 

Senator Kerry. Now you say that under no circumstances, you 
have said that First American was a target? 

Mr. Kerr. Yes. 

Senator Kerry. And BCCI became a target when? 

Mr. Kerr. The mid-1980’s, 1983, 1 think. Yes. 

Senator Kerry. So, given Mr. Abedi’s contacts within the intelli- 
gence community or given his perception that something was hap- 
pening with respect to his bank — i.e., I think he felt that people 
were following him, questions were being asked of people, somehow 
there was an interest in the bank — it would not be inconsistent for 
him to say, which he is alleged to have said by a number of people, 
Mr. Bert Lance, Mr. Sakhia, and Mr. Rahman have all said Mr. 
Abedi felt the bank was on the CIA watch list. So, there’s a consist- 
ency, I take it, between the timeframe of your saying BCCI was 
targeted and his perception that something was going on with the 
CIA, as he characterized it, the CIA watch list. 

Mr. Kerr. I wouldn’t accept that at all. I wouldn’t accept that 
connection as at all legitimate. 

One, hopefully and presumably, he did not know his bank was 
being targeted by us. None of his employees did, and we were doing 
it in a way so that he wouldn’t know. That was the whole object of 
it, nor would anybody in the BCCI. So I think the idea 

Senator Kerry. Well, could there have been a leak through this 
intelligence network somehow? He seemed pretty sure of it? 

Mr. Kerr. Well, you’ll have to talk to him. It depends on wheth- 
er you have confidence in what he says or what I’m saying right 
now. And what I say is that, in fact, it may have been, I mean, we 
can never, you never say “never,” obviously; but, in fact, we know 
of no connection. 

Senator Kerry. Do you know who a Mr. Bruce Rappaport is? 

Mr. Kerr. Only vaguely, yes. I know the name. 

Senator Kerry. Has he had any dealings with the Agency? 

Mr. Kerr. I don’t know the answer to that personally. 

Senator Kerry. Do any of your answers behind you know the 
answer to that? [Pause.] 
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Mr. Kerr. That’s an issue we would prefer to talk about in closed 
session. 

Senator Kerry. How about a Mr. Alfred Hartman? 

Mr. Kerr. Sir, I would rather not go down a list of people and 
determine whether or not we know them or not. I think that’s in- 
appropriate. 

Senator Kerry. That’s fair. I won’t do that. That’s fair. 

Why don’t we go through that part of it during the closed ses- 
sion. 

I do have some more questions, but let me turn to my colleague. 
Senator Brown. 

Senator Brown. Thank you, Mr. Chairman. I have just a couple 
of questions here. 

Mr. Kerr, have you identified who within your organization was 
charged with dissemination of this 1985 report and made the deci- 
sion not to forward it to the Federal Reserve? 

Mr. Kerr. The individual involved? I think we know generally 
the rationale for why it was disseminated the way it was. Yes. 

Senator Brown. Do we know who made that decision to not iden- 
tify the Federal Reserve? 

Mr. Kerr. I don’t think I would put it that way. I think it was a 
decision to notify Treasury, and I’m not sure whether it was a con- 
scious decision not to notify the Federal Reserve at all. 

We went to what we thought was our principal customer in that 
area. So I’m not sure I would phrase the question the way you just 
did. 

Senator Brown. Let me try again. 

We’re all products ; of the training we have. My training was that 
somebody’s supposed to take responsibility 

Mr. Kerr. Someone did take responsibility. 

Senator Brown [continuing]. And when a decision is made that 
is a bad decision, you identify who made it. 

Mr. Kerr. I’m not sure it was a bad decision. 

Senator Brown. Well, you may feel that a failure to get informa- 
tion about a criminal activity to the Federal Reserve is not; I have 
a different view of it. That’s an honest difference of opinion. 

I guess my question is have you identified who made this deci- 
sion? 

Mr. Kerr. I have not. I don’t think we’ve identified the particu- 
lar individual. But we know the group that it came out of. We 
know the individuals that were involved in it. But the answer is 
yes, we would be able to — but I’m, I don’t know what the point of 
that question is. 

Senator Brown. Well, the point is very clear. If the decision is 
made that this kind of conduct of not identifying the appropriate 
agency is to change, that if your agency is aware of criminal mis- 
conduct with regard to banks, an effort to conceal the ownership of 
banks, that the conduct of the agency in the future should be dif- 
ferent. Hie only way I t hink you make a change in that is to iden- 
tify who is in charge of making this decision. 

Mr. Kerr. Well, in that regard, Senator, I can say, as I men- 
tioned to Senator Kerry earlier, we have looked at our own deci- 
sionmaking process about how we disseminate reporting. We are 
looking at it with the benefit of hindsight. We tend to learn by our 
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own experiences. So we are going to examine that rather carefully, 
and you can rest assured that we will look with greater care on 
that at that time. 

However, even in hindsight, I think the decision that was made, 
to give it to Treasury, that gave it to the Office of Comptroller of 
the Currency, was a legitimate decision based on our understand- 
ing of who the logical people were that had responsibility for it. So 
we are looking at our own practices, and we will look at our own 
process. That’s one thing our Inspector General, in his review, look- 
ing at it, suggested that that’s an area where we need to look at 
our own consistency and our own dissemination of reports, and we 
are doing that. 

Senator Brown. I guess the question then is — and perhaps 
you’ve answered it — is that you have not identified who was in 
charge of this area and who made this decision, and you have not 
disciplined him. 

Mr. Kerr. I am not going to discipline anybody for that mistake. 
That was an honest mistake, and I wouldn’t think of doing that. 

Errors of judgment, I might add 

Senator Kerry. Is there a policy change at CIA now as a conse- 
quence of this? 

Mr. Kerr. I wouldn’t say a policy change. It is a look. What we 
are doing is looking, again, at our distribution, how we distribute 
reports. I said we have worldwide reports on a variety of different 
issues. 

Senator Kerry. Apart from just distributing, I mean, I suppose 
you could make the decision to just distribute and include six more 
people on the distribution list. But it doesn’t really guarantee that 
it’s going to come to the attention of somebody in that flagged way 
that says: folks, somebody ought to do something here. 

Mr. Kerr. That’s why we also call specific attention of people to 
the reports. In fact, we did on this report in 1985, in Treasury. We 
made a particular point of calling it to their attention. We got spe- 
cific tasking back on it. 

Senator Kerry. Whose attention was it called to in 1985? 

Mr. Kerr. I’m not sure of the individual at this point in time. 
But it was discussed with the individual in the intelligence area of 
Treasury. We got some specific requirements back on it. 

So we felt we had done, essentially done, our particular job in 
this. 

Senator Kerry. But did it go to the Secretary level? Did it ever 
get to sort of a decision 

Mr. Kerr. I don’t know the answer to that, whether it was called 
to the attention of the Secretary. 

Senator Kerry. My question to you is do you think it should be, 
now, retrospectively? Do you think that there ought to be a policy 
change that says: hey, folks, if we come across illegal activity in 
the course of our intelligence gathering that reflects on U.S. Gov- 
ernment law that ought to be enforced, we now have an obligation 
to give it to so-and- so? Is that there? 

Mr. Kerr. I don’t think, quite simply, that’s a practical — given 
the volume and the nature of the intelligence business, and any 
general rule about that. It requires judgment, it requires a variety 
of different things in the process. 
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I think any general rule that says you give everything in a par- 
ticular category to a certain group probably would be unwise, given 
the nature, and the complexity, and the volume of information of 
the category you’re talking about. 

So I think you have to have within organizations people who are 
responsible for making decisions. In this case, we did. Even in hind- 
sight I would say we gave it to the right people. We called it to 
their attention. We followed up with information. So I feel relative- 
ly comfortable about that. 

Would I have now preferred to have given it to others? The 
answer is yes. I mean, hindsight is a marvelous thing, it gives clar- 
ity to your understanding. 

Senator Brown. Well, pardon me. But this was criminal behav- 
ior. 

Mr. Kerr. And it was given to the 

Senator Brown. It doesn’t take a genius to figure out when 
criminal behavior is going on, you let the applicable agency know 
that something is 

Mr. Kerr. And we believe we did that. 

Senator Brown. Well, can you tell us who at Treasury this was 
sent to? 

Mr. Kerr. It was sent to the chief of intelligence at Treasury and 
called to their attention. 

Senator Kerry. But intelligence, I mean, this gets back to the 
training issue that Senator Brown brought up. They’re going to see 
this in intelligence terms. They’re going to see this in the context 
of just sort of a dav-to-day missive, are they not? 

Mr. Kerr. I don’t think that’s true. 

I think a policy organization that has intelligence, just like 
State’s INK, sees their intelligence in policy terms. 

Senator Kerry. And evaluates it? 

Mr. Kerr. That’s their job, and that’s the nature of the way they 
look at it. 

I think that, again, is quite a legitimate process. 

Senator Brown. We are going to get a copy of the report. I know 
you’re trying to work that out. So I think it’s helpful. 

But can you give us any idea? Was this flagged in a way that it 
was noted for attention? 

Mr. Kerr. It was flagged and noted. Yes. 

Senator Brown. Thank you. 

Senator Kerry. Is there a policy — this is a little bit afield, but 
it’s not afield. It’s something that has interested this committee 
over a number of years. In fact, the original investigation of this 
committee grew out of a sense of this conflict. 

We have had witnesses in the Noriega trial who have already 
testified publicly that they flew weapons one place and flew drugs 
back, the other. And it was because they were acting sort of under 
cover of “intelligence” — not official, but, you know, under that 
cover — that they were able to do that. 

There has been a legion of allegations over the years of this con- 
fusion between intelligence goals and the need for secrecy, and the 
need to maintain sources, and the need sometimes to deal with 
really nefarious types in order to get the information you need to 
get, and then what they’re doing, the activity they’re engaged in 
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and the impact that might have on us of your keeping those 
sources secret. 

Has there been a review of that kind of issue? I mean. I’m really 
talking about narcotics trafficking. When you have money laun- 
derers and narcotics dealers who are also intelligence sources of 
one kind or another, maybe a third party source to somebody in 
another country whom vou’ve sourced or something, what hap- 
pens? Is there a tension there? 

Mr. Kerr. Certainly there is a tension. It’s an issue of constant 
concern. It’s an issue where we have some very specific instruc- 
tions and direction in terms of our ability to deal directly with nar- 
cotics traffickers. There’s a very complicated process for that, and a 
vetting process. 

It is, as you say, a very difficult process. It’s a little, however, 
like saying that the police shouldn’t deal with criminals. To collect 
intelligence, you need to deal with people who are the targets. 

Senator Kerry. Absolutely. 

Mr. Kerr. And so, it’s a very complex issue. But we have over- 
sight mechanisms that we report to on this issue. We have some 
very specific guidance as to how we deal and work with people who 
are involved in narcotics, the trade. And so, it is a very explicit set 
of guidelines. 

If anything, it is prohibitive to the point where it makes it diffi- 
cult to deal with the narcotics trafficking business. But it is cer- 
tainly complicated. There certainly is a review process, and it is an 
ongoing review. I mean, it just doesn’t happen once a year or once 
a month. It happens with every specific activity. 

Senator Kerry. Did you receive any information at the Agency 
regarding BCCI or any other entity or agent of the U.S. handling 
Public Law 480 transport commodity credits or other things for the 
Department of Agriculture programs? Did you get any information 
on that? 

I see heads shaking in the back. 

Mr. Kerr. That’s not an issue we would be involved in except in 
the most peripheral way. I can’t think of any specific example. 

Senator Kerry. With respect to the BCCI involvement with the 
financial arrangement of Mr. Ghorbanifar and Mr. Khashoggi in 
connection with Iran-Contra, there are documents showing $10 mil- 
lion through two Canadians for TOW missiles that were going to go 
to the Ayatollah, with $1 million in additional funds that were 
going to be generated and split between Khashoggi and BCCI. This 
is documented as well as testified to. It was aborted when our offi- 
cials grew wary of Ghorbanifar. 

Did the CIA have any information with respect to that transac- 
tion or any role in it? 

Mr. Kerr. That’s an issue I really don’t know enough about to 
answer specifically about it. When you say “any role or informa- 
tion,” that’s one I would have to, it’s kind of off this main, princi- 
pal subject, and I’m just not prepared to answer it, I’m afraid. 

Senator Kerry. Well, the reason I think it’s part of the subject is 
it’s a BCCI transaction involving secret accounts and involving fig- 
ures who have already shown up with significant ties about whom 
our community, I take it, was pretty aware. 

Mr. Kerr. To my knowledge — and I think that’s 
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Senator Kerry. If you can't answer it now, Mr. Kerr, I under- 
stand. 

Mr. Kerr. Yes. 

Senator Kerry. But what I would like to do is get an answer to 
that, if we can. 

Mr. Kerr. Well, we can do that. I was going to see if I could go 
back to my own notes and see if I could provide a specific on that. 

Senator Kerry. Well, are you aware of Mr. Khashoggi sending a 
New York oil man by the name of Roy Furmark to the CIA? 

Mr. Kerr. I know that based on testimony and a whole variety of 
other things. Yes. 

Senator Kerry. So you know that Mr. Khashoggi sent a messen- 
ger to Langley to warm Mr. Casey that the Canadians were feeling 
swindled and were going to go public? That took place? 

Mr. Kerr. I know that. But I'm not sure what the relevance of 
that is to this issue of BCCI. 

Senator Kerry. Well, because this was all part of the same trans- 
action. This was Mr. Khashoggi with the $10 million that was 
aborted, and BCCI was a part of that. 

So the question I'm asking is whether the Agency had knowledge 
of or involvement in that particular transaction. 

Mr. Kerr. Let me go back to my testimony and I will certainly 
followup and make sure, and that is that CIA was not involved or 
did not have any knowledge of the use of BCCI for the sale of arms 
to Iran or the diversion of fuuds for the Nicaraguan Contras. 

Senator Kerry. Or could it be that it had knowledge of this par- 
ticular transaction, which had nothing to do with those two trans- 
actions you just cited? 

Mr. Kerr. Certainly in hindsight, and there were people who 
have testified that they had knowledge of it, like Charlie Allen, I 
believe. 

Senator Kerry. Well, if we could, followup on that. 

Mr. Kerr. If you could give us a specific question, we would be 
glad to followup. 

[The information referred to follows:] 

This issue was addressed in closed testimony on October 31, 1991. 

Senator Kerry. It is accurate, is it not, that the TOW missiles 
that were to go to Mr. Ghorbanifar to Iraq were going to come 
from the U.S. Government? Correct? 

Mr. Kerr. That’s my understanding, again, though I’m not sure 
how relevant that is to this issue. 

Senator Kerry. Well, because, the reason it is relevant — I don’t 
want to give you a sense I’m going off into some tangent here, I’m 
not — it’s a BCCI facilitated transaction, or so it is alleged. I’m 
trying to understand from our side of the fence what we knew 
about it. We have documents showing the transaction in its nas- 
cent form. The question is to what degree we may have been lever- 
aging that transaction, pushing it, part of it, or what. 

Mr. Kerr. Again, I go back. We have no evidence and no knowl- 
edge of involvement in the use of BCCI for the sale of arms to Iran 
or in the Iran-Contra issue. So that’s about all I can say. Having 
said that, I can’t do much more. 
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Senator Kerry. Do you have any knowledge or did the Agency 
have any knowledge of a BR&W Industries, Ltd., and its use fi- 
nanced by BCCI for the shipment of TOW missiles? 

None that you think of? 

Mr. Kerr. No, none that I know of. 

Senator Kerry. OK. 

Let me ask you this. 

While the Agency may not have approved of it formally, and 
while it may not have been transacted through Agency procedures, 
do you or does the Agency now have any information that Mr. 
Casey somehow, in that sort of separate series of transactions that 
he did, used BCCI in connection with the financial transactions re- 
lated to the Iran-Contra sale? 

Mr. Kerr. No, I have no knowledge, although I would question 
your own assumption of separate transactions because I don’t think 
there is evidence for that, either. But no. The answer is no. 

Senator Kerry. Well, on the contrary, there is evidence, signifi- 
cant evidence, of Oliver North having been dealing with Mr. Casey 
and talking to him and of information that he was aware of outside 
of the normal loop with respect to the entire thing that has con- 
sumed Mr. North’s life for the last few years. 

Mr. Kerr. I wouldn’t want to get into a debate or an argument 
on that, but I think that evidence is primarily hearsay and not evi- 
dence. 

Senator Kerry. Well, we’re just asking the questions. 

Kamal Adham could you define to us what you understood 
Kamal Adham ’s role to be in BCCI? 

Mr. Kerr. I’m afraid I have very little information on that other 
than what’s obvious to you and what has been in the public record. 

Senator Kerry. So you have no other information through the 
Agency? 

Mr. Kerr. It’s not an intelligence, subject of intelligence interest, 
particularly. We can if you, that’s a subject that we might explore 
if you want to pursue that in closed session. 

Senator Kerry. Yes, I would appreciate that, if we could. 

The other questions I have here really are closed session ques- 
tions. 

With respect to State Department, if I could just ask you gentle- 
men, do you see any of our interests, policy interests, now impacted 
as a consequence of the fallout in any of the countries that you’ve 
talked about at this point? 

Is there a sense that this has that kind of impact, or is it more of 
a moving event that will not really have an impact? That is, are 
the central banking funds of such order that are missing in a par- 
ticular country that we have to be concerned about the fall of a 
government or about recriminations that somehow would affect 
outlook, or anything? Is there any sense of that at this point? 

Mr. Kreczko. Senator, I would hesitate to be too categoric be- 
cause of the ongoing investigations in, primarily in Latin America, 
Argentina and Peru, for example. But I think generally, as a gen- 
eral matter, your statement is correct, but depending upon the out- 
come of investigations in those types of countries. 

Senator Kerry. Would it be your perception that attitudes have 
changed in any of these countries or with any of the nations we’re 
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currently negotiating with on financial transactions with respect to 
bank secrecy and money laundering? 

Mr. Smith. Mr. Chairman, I think that attitudes have changed 
greatly over a period of time on that subject, as evidenced by the 
responses of countries which have participated in the Financial 
Action Task Force, the widespread progress on implementing the 
recommendations of that task force, the attendance by other coun- 
tries in the regional meetings which the task force members have 
promoted, the efforts by European countries to eliminate, pierce 
the veil of bank secrecy, and to take various other steps which 
would greatly strengthen the system to prevent this type of thing. 

Senator Kerry. Why have we not been more successful in doing 
that in Panama, for instance? Panama has more money laundering 
today than it did before we had an invasion. 

Mr. Smith. I would say in the case of Panama that we have re- 
cently had one action, which I believe has just occurred this week, 
which is we have sent to the Senate the Mutual Legal Assistance 
Treaty which we have negotiated with Panama, which will greatly 
facilitate our ability to deal with the Panamanian Government on 
issues deriving from money laundering investigations. 

Senator Kerry. Could you share with us, Mr. Pope, what terror- 
ist organizations made use of BCCI? Was it only the Abu Nidal? 

Mr. Pope. Senator, I’m afraid in this session I can’t be more spe- 
cific on precisely the identity of those organizations because of con- 
cerns that Mr. Kerr has alluded to. 

Senator Kerry. OK. 

Can you tell us what the nature of BCCI’s activity was? Did they 
actually provide financing in addition to providing banking serv- 
ices? 

Mr. Pope. No, sir. To the best of our knowledge, it did not in- 
clude financial backing. 

Senator Kerry. So, to the best of your knowledge, it was really 
just banking service? 

Mr. Pope. That’s correct, sir. 

Senator Kerry. Was there something that made BCCI particular- 
ly attractive to these organizations? 

Mr. Pope. Yes, I think there was something. It was a bank with a 
Middle Eastern reputation. Of course, these terrorist organizations 
were operating in the Middle East. It may have been a bank that 
had a reputation for providing secrecy and not asking too many 
questions. 

Senator Kerry. Were they involved in financing any state spon- 
sored terrorism, that you know of? 

Mr. Pope. Not to the best of my knowledge, sir. 

Senator Kerry. Have you been able to evaluate how extensive 
the involvement of BCCI was with the central banks of countries, 
or are you still trying to do that? 

Mr. Kreczko. Senator, we do not generally have reports on in- 
volvement of central banks. What we can say is that we have re- 
ports that in Pakistan, China, Peru, Jamaica, Cameroon, Nigeria, 
Zimbabwe, and Zambia, central banks or other government agen- 
cies may have made reserve deposits with BCCI. But those are re- 
ports that we can’t necessarily confirm. 
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Senator Kerry. Now we’ve had evidence before this committee of 
BCCI assisting in the movement of nuclear technology and nuclear 
grade materials. 

Have you had, either the CIA or State Department, similar infor- 
mation? 

Mr. Kreczko. I think, Senator, that some of that would have to 
be handled in closed session. But there is a case that was prosecut- 
ed successfully against a Pakistani national by the name of Parvez 
for an attempt to procure in the United States nuclear related ma- 
terials, and BCCI was involved in the financing of that. That’s a 
matter of public record. 

I don’t believe that there is an indication that BCCI was involved 
in illegal activity, necessarily. But BCCI was involved in the financ- 
ing. 

Senator Kerry. Mr. Kerr? 

Mr. Kerr. I think that’s, I know nothing beyond what was de- 
scribed. 

Senator Kerry. Let’s go on, then. 

Mr. Kerr. I know about the case. Quite simply, I did not know 
that BCCI was involved in that particular case. But we may have 
had information on it. 

Senator Kerry. Did you have any information, either of your de- 
partments, with respect to a sale of jets to Iraq, to Saddam Hus- 
sein, through Argentina? 

Mr. Kerr. No. 

Mr. Kreczko. No. 

Senator Kerry. Did you have any information, either of you, 
with respect to BCCI’s involvement with Rajiv Gandhi and his gov- 
ernment? 

Mr. Kreczko. No. 

Senator Kerry. Did you have any information with respect to 
BCCI’s involvement with government figures in Sri Lanka? 

Mr. Kreczko. No. 

Senator Kerry. With respect to Latin America, did you have any 
information with respect to BCCI’s involvement with Alan Garcia 
in Peru? 

Mr. Kreczko. Senator, we have someone from the Latin America 
bureau. If I could, I’d ask her to join the table. 

Senator Kerry. If you could just identify yourself. Everybody is 
willing to give up their microphone, I see. 

Ms. Jacobson. I’m Roberta Jacobson. I’m the Deputy Director of 
the Policy Planning and Coordination Office of the Bureau of Inter- 
American Affairs. 

Our information on Alan Garcia in Peru has come primarily 
through recent news reports over the past year or so out of Peru. 
He’s been alleged 

Senator Kerry. I realize what he’s been alleged to, in the news- 
papers, but did you have any information from your sources or 
yourselves with respect to that? 

Ms. Jacobson. We had no information at the time or since then, 
through our own information. 

Senator Kerry. Mr. Kerr. 

Mr. Kerr. Senator, I think going, again, going through a list is 
somewhat of a problem for us 
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Senator Kerry. You want to do it in private session. 

Mr. Kerr [continuing]. Either negatively or positively. 

Senator Kerry. Well, I’m not sure. 1 mean, if you say that we 
had some information, we don't have to go into what it was. But I 
think it would be helpful to have a sense of it. 

1 think it’s helpful to know that you didn’t have a lot of the in- 
formation. It indicates something. I mean, it either indicates that — 
well, I won’t get into what it might indicate. [General laughter.] 

Leave that alone. 

Did you have any information regarding the sale of arms to Iraq 
at any time, anybody? 

Mr. Kreczko. No. 

Senator Kerry. Senator Brown, do you have anything further? 
[Pause.] 

I am just advised by staff that apparently the Fed has already 
said publicly that you folks provided some information on Kama! 
Adham. I just wanted to confirm that since they’ve said it publicly, 
or not. We won’t go into the details of what you may have provid- 
ed. 

But do you recall providing ihe Fed information on Kamal 
Adham? 

Mr. Kerr. I don’t know the answer to that. 

Senator Kerry. This was before the Fed approved the, this was 
way back when Financial General Bankshares was in the takeover 
process, and in the original effort to seek permission for the inves- 
tors to come in since Kamal Adham was one of the original inves- 
tors, there was testimony that people checked with intelligence 
sources, and there was some evidence to the effect that, according 
to the Fed, that they received information from you, from the 
Agency — not from you personally — with respect to that. 

Does anybody have a recollection of that? 

Mr. Kerr. We responded, I understand, to a request from them 
for information, which we subsequently passed. I can’t 

Senator Kerry. Is there a record of what might have been passed 
on? 

Mr. Kerr. I would assume there would be. Yes. 

Senator Kerry. Would you be willing to check that, please 

Mr. Kerr. Certainly. 

Senator Kerry [continuing]. And see if we could ascertain that? I 
think it would simply be helpful in completing the record. It’s no 
great issue, but it would help complete the loop here. 

[The information referred to follows:] 

Central Intelligence Agency, 

Washington, DC, 
November, 22, 1991. 

The Hon. John F. Kerry, 

Chairman, Subcommittee on Terrorism, Narcotics and International Operations, 

U.S. Senate, Washington, DC. 20510 

Dear Mr. Chairman: Forwarded herewith is the transcript of DDCI Richard 
Kerr’s open testimony presented to your Subcommittee on Terrorism, Narcotics and 
International Operations on October 25, 1991. Minor textual corrections are noted 
as requested. This letter also addresses the followup issues from that hearing noting 
that most of those issues were subsequently addressed in Mr. Kerr’s closed testimo- 
ny to your committee on October 31, 1991. Finally, we have noted several points of 
correction/elaboration in the open testimony which were addressed in Mr. Kerr’s 
formal statement to the closed hearing or in his commentary there. 
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Concerning the followup issues: 

a. On page 48 it was agreed that a general characterization of the reporting 
and numbers of reports would be made available. That material was provided in 
the closed testimony. 

b. On page 51 a specific date was requested relative to learning of BCCTs in- 
volvement in financing international arms trade. That date is 1987. 

c. On page 59 data on Bruce Rappaport’s relationship was requested. That 
was addressed in closed testimony. 

d. On page 70 the question of a BCCI connection with funds for the Contras 
was addressed. This issue was addressed in closed testimony. 

There are four issues from the text — items a through d — requiring either correc- 
tion or clarification that were addressed in Mr. Kerr’s statement at the closed testi- 
mony. Item e was addressed in the Q and A in the closed testimony. 

a. Pgs. 45-46. It should be noted that in 1988 a member of President Carter’s 
advance team was briefed prior to a trip abroad by the former President about 
the involvement of BCCI in illegal activities. 

b. On page 54 lines 1-4 it should be noted that in contrast to the negative 
response, the Agency did have a small number of reports on BCCI involvement 
in third world corruption. 

c. On page 54 lines 19-21 the Agency did have some reporting on BCCI being 
used by third world regimes to acquire weapons and transfer technology. 

d. Elaborating on the response on page 79 lines 18-25 and page 80 lines 1-16 
it should be noted that the Agency responded to requests from both Treasury 
and the Federal Reserve in the 1980-81 time period for biographic trace infor- 
mation on the Arab shareholders in Financial General Bankshares. The infor- 
mation provided was basic biographic information, which included no derogato- 
ry information except to note that one individual had been named in a U.S. 
court as one of those making allegedly illegal purchases of Financial General 
Bankshares. 

e. On page 13 lines 16-19 it should be noted that in early 1985 the Agency 
advised the Department of the Treasury that BCCI had gained control of a 
Washington D.C. based holding company. Our records indicate that three 
months later Treasury had identified the bank as Financial General Bank- 
shares. 

Stanley M. Moskowitz, 
Director of Congressional Affairs . 

Senator Kerry. Senator Brown. 

Senator Brown. Mr. Kerr, I know you dealt with this in opening 
statements and by reference. But I thought it might be worthwhile 
to go back through with what specifics we had with regard to Mr. 
Lance’s allegations about the Central Intelligence Agency. 

Specifically, what he had referred to before the committee was 
that Mr. Abedi and BCCI had, in effect, turned into the Bank of 
the CIA. We don’t have a lot of specifics relating to this charge, but 
what we do have are three things: one, the allegation by Mr. Lance 
that Mr. Abedi was on the CIA watch list with regard to this spe- 
cific. Do you know if that is the case? 

Mr. Kerr. No, that’s not true. 

Senator Brown. It’s not the case? 

Mr. Kerr. It’s not the case. 

Senator Brown. He also had indicated that Mr. Abedi had been 
placed in CIA holding rooms during some of his visits and harassed 
by the CIA. One can only hope that’s not sexual harassment. But 
do you know if that’s true? 

Mr. Kerr. Whatever it was, it’s not true. 

Senator Brown'. He also alleged that, in 1984, the treatment 

Senator Kerry. Is that one of those CIA blanket denials, “what- 
ever it was, it wasn’t true?” [General laughter.] 
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Senator Brown. He also alleged that in 1984, the treatment 
changed with the implication that that was when they became, de- 
veloped a working operation with the CIA. 

Any comment on that charge? 

Mr. Kerr. Well, seeing that the first wasn’t true, the second is 
not true. It didn’t change because there was none in the first place. 

Senator Brown. There was no change. 

Well, I appreciate your going through those specifics with 
me 

Mr. Kerr. I understand. 

Senator Brown [continuing]. Because, obviously, I think it’s help- 
ful to have a clear denial or a clear setting of the record straight 
on those, what specifics we do have. 

Thank you. 

Senator Kerry. I might say that we need to go into the closed 
session in order to go through some of those personalities and other 
aspects of it that I hope can give us a full sense of that. 

One thing that has attracted a lot of attention in this is this 
whole, so-called “black network,” which we have not heard a signif- 
icant amount of evidence on. We’ve read about it, but always 
through indirect sources, et cetera. 

Individual bank officers have testified to incidents of threats and 
to efforts to intimidate them or keep them quiet, or so forth. 

My question to you is that was a pretty extensive network that 
was outlined and some fairly dark activities. To what degree does 
your intelligence data correspond or document that kind of activity 
with respect to the BCCI bank? 

Mr. Kerr. We probably can expand on that in closed session. But 
it seems to me that the most obvious answer and the accurate 
answer in this session would be that the things that we have de- 
scribed to you earlier as illegal activities obviously constituted a 
fairly sizable activity on the part of the bank. 

There also, presumably, you know, was a legitimate side of bank- 
ing operations — loans, et cetera. So I think part of it is seeing this 
kind of two-sided organization as seen by the nature of the intelli- 
gence that we collected over that extensive period of time to show 
that there was, in fact, a group, a side of that which practiced in, if 
not illegal — well, it certainly was illegal — but also kind of shady ac- 
tivities. My assumption is that there is also a more formal legal 
side of it. Whether it was, quite simply, a neat line between the 
two, I personally don’t know. My instincts would tell me that’s 
probably not the case. 

We can expand on that, if you wish, in closed session. 

Senator Kerry. I would appreciate it. 

Mr. Kerr. But that’s, I think, a fair statement. 

Senator Kerry. I would appreciate it. 

Now, in sort of larger fashion, as we wrap up the open session 
part of this, there was a lot of information floating around, obvi- 
ously, some of it really going back. And I understand 20-20 hind- 
sight is what it is. But you go back to the early struggle. You did 
have some regulators who were saying: don’t do this. One, in par- 
ticular, in Virginia, had to literally be overruled because he was so 
concerned about the lack of financial data, about the obvious joint 
ties. 
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Now that’s more financial than it is your business [indicating] or 
your business [indicating]. But early indications in England and 
elsewhere were that there were problems in 1978, in 1977, in 1979, 
and so forth. You began to get wind of those in the 1980’s, and, by 
the mid-1980’s, there was evidence of narcoterrorism, narcotraffick- 
ing, money laundering, involvement with terrorist groups, arms 
trafficking, and, obviously, of an illegal ownership. 

From 1985 on, until there was the one effort in Miami, in 
Tampa, excuse me, that this sort of just went on. It grew, got 
larger, a new bank was bought in America, National Bank of Geor- 
gia, and their branching and agencies grew in this country. 

What happened? 

I mean, is it fair to say something went wrong, that something 
that should have happened didn’t? 

Mr. Kerr. Well, you’re in a better position, quite simply, to 
answer that question than I am. 

Senator Kerry. Well, what do you think? I mean, you’re a policy 
person. 

Mr. Kerr. No, I’m not. 

Senator Kerry. I mean, you’re running an agency. 

Mr. Kerr. I am an intelligence officer and I collect information. 
My assessment, or my companion to you 

Senator Kerry. That’s right. We’re still arguing whether it’s a 
policy person or not. 

Mr. Kerr [continuing]. Would be that what I do is collect infor- 
mation systematically based on what I either know to be the re- 
quirements or what I interpret to be, or what I see should be the 
requirements, which is exactly what we did. We saw an 

Senator Kerry. But are you happy with the outcome? I mean, as 
a person who’s done that, do you think your work met the response 
that it should have met with? 

Mr. Kerr. I think, I am happy with our collection activity and 
happy with our output. I’m often not happy with what I see, how I 
see our information used. But that’s bigger than my 

Senator Kerry. Well, was it used, used at all? 

Mr. Kerr. You’re in a better position, quite honestly, to know 
how well it was used. We certainly had follow-up questions to it. 
People paid attention to it. We issued a lot of information. We pro- 
vided a lot of information. 

Senator Kerry. Well, what really should have happened never 
happened. The bank should have been shut down. It didn’t happen 
until the Bank of England shut it down in 1991, correct? 

Mr. Kerr. I’m afraid you’d have to talk to the regulators and 
those who deal with the other side of this business. 

Senator Kerry. State Department, do you have a comment? 

Mr. Kreczko. From our standpoint, Senator, the bulk of the in- 
formation that we were receiving fell into the two areas that we 
mentioned, which is terrorism and money laundering, where we be- 
lieve we took appropriate steps in response. 

We were not receiving information about foreign reserves being 
deposited in the bank or about the bank’s insolvency, or even, with 
a few exceptions, about corruption within the bank. 

Senator Kerry. Well, obviously, you know, 20-20 is 20-20. 1 don’t 
want to be unfair about it. But, on the other hand, an awful lot of 
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information was being given to people, including by this committee, 
incidentally, as early as 1988. It just seems like nobody wanted to 
respond, nobody, for whatever reason. And I’m not assigning any 
conspiracy to it, and it obviously didn’t involve you, any of you at 
this table, because that’s not your job. 

But the information you were generating was not being respond- 
ed to. It’s hard to understand how so many different pieces of what 
is now this enormous banking scandal that was sitting in front of 
everybody didn’t come. 

Now, maybe there needs to be a real overhaul of the evaluative, 
final product process, as you have suggested, you have undertaken 
to a degree within your agency — but some means of pulling this 
stuff together or something. I don’t know. Maybe the Financial 
Crimes Center will have that capacity through its computer and so 
forth. I don’t know. 

But it’s obviously very disturbing to people and I’m sure extraor- 
dinarily disturbing to those people who consider themselves the 
victims of this, quite publicly, that there were so many levels of 
knowledge. And yet, it never reached a point of having something 
happen. 

Mr. Smith. Mr. Chairman, if I could add on that, I was looking 
back at the timing. I don’t know the exact date of when the investi- 
gation began. But I do note that in the report we published in 1989, 
we referred to the Customs Investigation as a 30-month investiga- 
tion. That report, our report was published in early 1989. So that 
would take the investigation back to having started in 1986. 

Now, that is not prompt action — if the reports originated in the 
early 1980’s. But it does indicate that an investigation was under- 
way as early as 1986, and it was a very lengthy, detailed investiga- 
tion which resulted in indictments 30 months later. 

Senator Kerry. Let me just say to you that that will open a 
whole series of larger questions, which are not your area of con- 
cern, specifically. But since this committee has had an enormous 
amount to do with that investigation and with what has happened 
since, I’ll just share with you, since you raise it, that the Operation 
C-Chase did not grow out of any communication that came from 
the CIA or from a department. There was no initiation of that in- 
vestigation from Washington, DC, or from any United States 
agency. It happened because some people happened to stumble on 
it who were good Customs agents down in Tampa. They started it 
on their own. They have complained publicly. In fact, one of them 
resigned because he was so disgruntled with the lack of resources 
and lack of commitment to follow through on it. 

So the simple reality is that that happened, indeed, and people 
are trying to cl aim credit for it as evidence of some terrific effort. 
But the tapes that were turned over by this committee, the commu- 
nications that were turned over by this committee, the articles that 
were written in major newspapers about ownership of the bank 
that was illegal were met with stony silence and lack of action. 

Now it is not your fault [indicating], not your fault [indicating]. 
It has no bearing on this thing. But since you raised the point and 
try to assert that that was an outgrowth of it, I have to counter 
you and say it had nothing to do with it. It just didn’t. 

You know, that’s why it’s hard to understand with all of this. 
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Now, I promised you at the outset that this is not a session to 
berate, and it’s not. We didn’t come here to rehash all of that. 

I think you’ve well served us, Mr. Kerr, today in giving us a lot 
of the sense of this and in clearing up a lot of things. 1 think it’s 
been very helpful to have you on reconi doing that. 

I appreciate it enormously. 

Do you have anything to add to anything? 

Do you have any questions that you want to ask? 

Senator Brown. Just that I would like to ask the State Depart- 
ment— I guess Mr. Pope might be the one to respond — to give us 
some idea of what you all did or didn’t do in terms of advising the 
other countries that have been, in effect, victimized here, of the in- 
telligence we have on BCCI? Did the State Department see it as 
their responsibility to advise other governments of BCCI’s activi- 
ties? 

Mr. Pope. Senator, I can speak to the issue from a counterterror- 
ism point of view. 

As I’ve tried to outline, we did work with other governments 
when we received information about the front companies that were 
associated with the Abu Nidal organization, and in that connection 
there was a great deal of cooperation with foreign governments 
that was designed to counter, to dismantle, that network, as that 
information came to us. 

Senator Brown. It may be that a significant portion of what 
we’re concerned about here probably doesn’t fall into the terrorism 
area. So perhaps it would be for someone else in the Department to 
respond. 

Mr. Kreczko. As I said. Senator, the bulk of the information that 
we were receiving came in either in the money laundering or the 
terrorism areas. And in those specific areas, there was cooperation 
with foreign governments. 

But we did not go out and take an initiative at any point to 
inform states generally that there was a BCCI problem that I am 
aware of because we were not receiving information that suggested 
that the bank was insolvent, that the bank was about to be closed, 
that there was going to be an impact on local depositors. 

Mr. Pope. If I could just add, Senator, our concern was with the 
terrorists and their activity, not with the bank. The bank was very 
much a byproduct of our concerns. 

Senator Brown. Can you all give me a feel for what the State • 
Department’s policy is in terms of sharing information on a com- 
mercial activity that appears to be based on fraud? It may not be 
in your area of expertise or knowledge. But I think part of the 
question here is simply a commercial venture that appeared to be 
fraudulent. 

Is that the sort of thing we take the initiative to share with 
other countries? 

Mr. Kreczko. We do have mutual legal assistance treaties with 
countries that are primarily executed through the Justice Depart- 
ment, and there would be law enforcement cooperation through 
that channel. But I think it would be case specific, and in this par- 
ticular case, we were not getting the information that would have 
led us to-do that, other than in the two specific areas mentioned. 

Senator Brown. Thank you. 
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Thank you, Mr. Chairman. 

Senator Kerry. Mr. Kerr, if I could ask you, could we do the 
closed session next week, do you think? Would you be able to be 
available? 

Mr. Kerr. I’ll certainly try to be available next week. I will be 
here. I’m not sure of a schedule, but we can work something out. 

Senator Kerry. If we can find a time that works, I don’t think it 
will be that long a session. But I would like to do that. 

Mr. Kerr. That would be fine. 

Senator Kerry. OK. That’s great. 

Now normally, folks, we swear people in at the beginning of a 
hearing. But because it’s been a long week, the chairman is ex- 
cused for doing it at the end of the hearing today. I do want to ask 
you if you would just rise so I can swear you for your testimony 
today. 

Mr. Kerr. Does this commit me forever, now, to this? 

Senator Kerry. Do you swear to tell the truth — do you swear 
that you have told the truth, the whole truth, and nothing but the 
truth, so help you, God? 

Mr. Kerr. I do. 

Mr. Kreczko. I do. 

Mr. Smith. I do. 

Mr. Pope. I do. 

Senator Kerry. Thank you very much. At this time, I would 
insert some background information pertinent to today’s hearing 
into the record. 

(The information referred to follows:] 
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Central Wdtigoxx: Agpnty 


MibNnpoaOtC K40S 


i 

The Honorable John F. Kerry 
Chairman 

Subcommittee on Terrorism, Narcot ics and 
International Operations 
Committee on Foreign Relations 
United ; States Senate 
Washington, D.C. 20510 

i 

Dear Mr. Chairman: 

This is in response to your letter of May 14, 1991 
regarding the Bank of Credit and Commerce International 
(BCCI) • I apologize for the length of time it has taken to 
respond. 

Your letter requested a copy of a memorandum prepared by 
CIA that was made available to former Customs Commissioner 
William Von Raab, and information on CIA's relationship with 
BCCI. We have now located a 1986 working paper prepared on 
BCCI, and an update of that paper prepared in 1989. While we 
cannot be certain, we believe 'it is likely that the 1986 paper 
is the document reviewed by Mr. Von Raab. The updated version 
of this paper was clearly disseminated to the Customs Service. 
Because; of the extremely sensitive nature of this information, 
we will make it available to you, through the Senate Select 
Committee on Intelligence. I have provided the>two documents 
to Mr. George Tenet, Staff Director of the Intelligence 
Committee, and I have asked him make them available to you 
or appropriately cleared members cf your staff for review in 
the Intelligence Committee's secu. e space. 

Our' Inspector General is currently reviewing the matter of 
any CIA us'fe of BCCI, and will provide a report of his findings 
to the House and Senate Intelligexce Committees. 

If we can be of any further assistance in this matter, do 
not hesitate to contact us. 

Sincerely, 

fj'J • ~ 2/ 

y 

William H. Webster 
Director of Central Intelligence 


ysytjy '??/ 

00^535-91/1 
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PAGE S 

12TK STORY of (.ml t orinted in FULL forna:. 

Copyright It) IJ?T The Washington Post 

Noveiber IT. 1977, Thursday. Final Edition 

SECTION: First Section; A1 

LENGTH: 380 words 

HEADLINE: Heins as Consultant; 

Helis to Ooerate An International Consulting Fira: 

A Go-Between for Iranian Businesses 

BYLINE: By Bill Richards, Washington Post Staff Writer 

BOOT: 

Foraer Aabassador to Iran Richard N. Helas has opened an international 
consulting firs here which he said yesterday will concentrate on developing 
business interests in the United States for Iranian coapanies. 

Helas, 64, said, *! aight be a go-between or represent Iranian interests who 
would want to do soaething in this country.* He said he naaed his new consulting 
business the Safeer Coapany because Safear leans ‘aabassador* in the Persian 
language of Farsi. 

Htlas wt« fined $2,000 and given t two-year suspended sentence Nov. 4 after 
he pleaded no contest in federal court here to two counts of failing to testify 
fully and accurately before a Senate coaaittee considering his noaination to be 
aabassador to Iran in 1973. 

The charges against Helas were related to his testiaony on two occasions 
before the Senate Foreign Relations Coaaittee. He testified that the Central 
Intelligence Agency, which he foraerly headed, had not interferred in political 
affairs related to the late Chilean President Salvador Allende. 

Helas' new role as prospective ‘go-between* for Iranian interest seeking 
business in the United States could possibly eabroil hia with the U.S. 
regulations governing conflicts of interest for foraer federal eaployees. 

The U.S. Criainal Code prohibits foraer governaent eaployees froa taking part 
for at least one year in proceedings involving foreign individuals or 
corporations which light have fallen under their official responsibility. 

Helas officially resigned froa his Iranian aabassadorship Jan. 31 of this 
year. Legal experts were unclear yesterday whether Helas' role ns aabassador 
would have given hia specific responsibility under the U.S. code for Iranian 
firas or persons doing business here. 

Helas said he foraed his consulting fim Oct. 3 in association with Iranian 
businessaan Rahia K. Irvani. Irvani is an executive of the Nelli Industrial 
Group in Tehran. The consulting fira has not yet accepted any clients, and 
Helas said he has not registered here as alobbyist. 

Ta quite different froa a lobbyist he said. Ta not trying to influence 
our governaent or our country. All I'a tr,ing to do is help our balance of 
payaents.* 
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- -o<> 
^V'*' 


bnarenoiaer jurat 01 cum 
(CCAH owns CCAI) 


0-~~+Y 


Percentage Ownership 


In Current 
Application 


1. Sheikh Kamel Adham 1 

2. Abdullah Darwaish - 

(for Mohamned bin Zaid al Nahyan a minor) 

3. Abu Dhahi Investment Authority 

4. Stock Holding Company 

(for Sheikh Rashid bin Saseed al Maktoum) 

5. Abdul Raouf Khalil 

/ 4/5 6. Cresent Holding Company 

** (for Sheikh Mohammed bin Rashid a 1 -Maktoum) 

7. Mashrig Holdings 

(for Sheikh Hamad bin Mohamned, al Sharqi) 

8. Sheikh Humaid bin Roshid «i Naomi 

> 

^./ Y 9. Faisal Saud al Fulaij y / 

10. Ali Mohammed Shorafa 
11* Mohamned Hussain Qabazard 
12* Gulf Investment and Real Estate Company 
13. Real Estate Development Company 
* 14. El Sayed El Sayed El Gohari 

Total In Current Application 

1 . • Mohamned Rahim Motaghi Irvani—^ 

2. Other Investors to be determined 

% 

Total In Previous Application 


20. OZ 
14.67 

9.33 

9.33 


In Previous 
Application 

24. OZ 
24.0 


33^ 


9 

9.33 

6.67 

5.33 
4.67^ 

4.67 

3.33 

1.67 

1.00 

.67 

100. 00Z 


12.0 


5.0 


5.0 
30.0 
100. 00Z 






17 Mr. Irvani was not one of the Middle Eastern Investors who became 
"" party to the Consent Decree with the SEC. Mr. Irvani is an Iranian 
citizen who left Iran after the fall of the Shah because he feared 
action against him by the new regime in Iran. Mr. Irvani is believed 
to be living in Switzerland though his actual whereabouts is unknown. 
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The Rem Republic (cl 1936 I AC 


To aanege his rapidly expanding financial portfolio, the Suaii turned to 
Donald Fraser and N. Ernest Miller, two Canadian businessmen uho eventually set 
hie on the path to Iranaook. In the winter of last year, while his American 
holding company, Triad America Corp., was experiencing a financial squeeze, 
Khashoggi recruited Fraser and Miller tc invest in his failing empire. One of 
Khashoggi’s former lieutenants, Cmanue: flee*, says tr.it Miller was a devoted 
disciple of the Smaei. Hiller mould clasp r.i$ hands and bom mhenever he entered 
the holy aan's presence, says Floor. The CIA took a slightly less beatific viem 
of Miller and Fraser. In a 1986 eeao to CIA Director Casey, Hiller mas 
described as a 'tough and sleazy individual,' and Fraser as 'a financier mho 
operates out of the Cayean Islands.' 


Floor says he flem with Khashoggi to toe Caymans in March of last year to 
discuss «ith Miller and Fraser further financing for Khashoggi a s troubled 
American company. At one point a dispute arose as to precisely horn aany 
^ til lions the Canadians had invested.mith Khashoggi. According to recent 
:• testimony by Floor in a bankruptcy proceeding, only one person could resolve the 
dispute: 'Me had to get the guru on the telephone.' 



- IT MAS DURING these ieetings that Khashoggi, mho by nom mas serving as 
^•fhorbtnifar’s banker on ares deals mith Tehran, persuaded the Canadians to put 
up $ 10 aillion tomard financing yet another shipment of TON eissiles to the 
Ayatollah. Khashoggi promised the Canadians a profit of at least t 1 million. 

. fat the deal mas aborted in eidstreae mhen American officials grem mary of 
Ghorbanifar, the eiddleean mho repeatedly failed CIA lie detector tests, 

'* registering deception on every question but *Hhat is your narne? 1 ^ By October 1986 
events mere starting to spin out of control. On the surface, the Smaei mas 
still living it up, attending his 38th birthday party that mas thromn by 
Khashoggi i» Beverly Hills (nom the Smaei ‘s u.S. headquarters) and celebrating 
mith such lueinaries as Cary Grant, Liz Taylor, Donald Nixon, Nary Mart, and 
Representative Hervyn Dyeally. But beneath the surface, the Canadians mere 
becoming distinctly nervous about their investaent. Thus began the crude 
attempt to blackmail the administration, invoking, as one lever, the amesone 
pomar of Chandra Smami Haharaj. 




L ull this eight seem somewhat incredible mere the facts not immortalized in 
CIA files recently released by congressional investigators. The files, 
buttressed by closed-door testimony before the Iran-contra coaaittees, tell the 
fol losing story: Khashoggi dispatched Mem York oilean Roy Furnark to the C!A*s 
Ungley, Virginia, headquarters. Furaark, mho conveniently mas an old friend of 
Director Casey and is alleged to have received an S 80,000 'coneission 1 on the 
arms deal, told agency officials that the Canadians felt they had been 
"smindled' and mere about to go public unless they mere nade nholn. Furnark 
claimed the Canadians had retained a high-priced Nashington lam firm to file 
omit against the U.S. government. They also mere about to inform liberal 
•v Democrats on Capitol Mill about the administration's shenanigans, he earned. 



Cesey’s senior advisers mere petrified. ‘Me have a festering tore for mhich 
no treatment has been prescribed,' ifcoie Charles Allen, national intelligence 
officer and one of the agency's chief Iran analysts, in an October 14, 1986, 
memo to the CIA chief. 'Me face a disaster of eajor proportions.' Three days 
later, in another meeo to Casey, Allen reported Fureark’s assessment that the 
Canadians mere not to be trifled mith. They 'have a refutation for dealing 
roughly mith those mho do not eeet their obligations,' Allen stated. 
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DISK 2 PAGE 254 
MESSAGE ft 523 

RCV LN I SEN 000739 

264862 BCC LAR 
RCA MAR 27 1215 

*■& 

27TH MARCH 19S6 
CYM/SMA/0914 


C.C. MR. S.M. SHAFI 
GENERAL MANAGER 
LATIN AMERICA REGION 
BCC I MIAMI 


MR. AKHTAR ANIS 

EXECUTIVE IN CHARGE INTERNATIONAL DIVISION 
BCCI LONDON 

SUBJECT! EURO BANK CORPORATION, GEORGE TOWN, GRAND CAYMAN 


REFERENCE YOUR TELEX LDN/47B9/03G OF DATE, WE ADVISE YOU AS 
UNDER i- 

EURO BANK IS A LOCAL SMALL BANK OPERATING ONLY OFFSHORE BUSINESS AND 
THEY DO' PLACE FUNDS WITH US BETWEEN DLRS 1, 000, 000/« - DLRS 3,000,000.00 
TIME TO TIME. 

WE WERE APPROACHED BY ONE OF THE DIRECTORS OF THE SAID BANK WITH 
THE PROPOSAL THAT THE BANK WILL DEPOSIT USDLRS 10,000,000.00 WITH US 
IN THE NAME OF A COMPANY WHICH IS UNDER FORMATION IN THE CAYMAN 
ISLANDS AT THE REQUEST OF MR. ADNAN KHASHOGGI, AND THAT COMPANY 
WOULD LIKE TO HAVE CREDIT LINE AGAINST THESE DEPOSITS WHICH WILL 
BE UNDER LIEN TO US TO WHICH WE HAVE NOT MADE ANY COMMITTMENT. 

THE ABOVE MATTER WAS DISCUSSED WITH US ONCE IN THE FIRST WEEK OF 
MARCH AND AFTER THAT NO FURTHER COMMUNICATION HAS BEEN MADE BY THEM. 

IN CASE THE ABOVE BANK REVERT TO US AGAIN, WE SHALL REFER THE MATTER 
TO YOU FOR YOUR PERUSAL AND GUIDANCE WITHOUT ANY COMMITTMENT TO THEM. 

BEST REGARDS, 

S.M. AKBAR 
BCCI GRAND CAYMAN 
264862 BCC LAR*\ 

DURATION 242 SECS LIFTED 0233 ???01-06-00 
PAGE 360 IS NEXT 


C C0C2385 


612 


lESS.MiG •; 773 

01 __ * 558 1 85 ! : I C£ : RT ,TELEX: 845 4tV?l 83. <?>1 _ c -83; 

RY: 

RCA 

YR ID ? 

564865 BCC LAR 

PLS SELECT SERVICE n RT 

RCA TELEX' SA n 8454631S3. ^15-r 
MAY 15 !6£4 8339*4 
9CC! 46 ?} m3mC 
SA TEXT ' 


“l > •• * 6 ; 

T ;-E NANAGFR 
ECC v ONT£T CARLO 

RE: PDNftN KHASKOGGI ACC. \*0. : 005739 

WE ARE ;\* RECEIPT 0? CHECK OF US« 1**. 000. 00 PAYABLE TO EASTERN 
AIRLINES. WOULD APPRECIATE !=* YOU WOULD KINDLY BLOCK 9 1 ***. Ov>. 

WE ARE SENDING YOU CHECK BY DHL AND YOU ARE KINDLY REQUESTED TO 
CREDIT THE PROCEEDS BY TELEGRAPHIC TRANSFER ”0 SECURITY PACIFIC 
INTERNATIONAL NEW YORK FOR ACCOUNT OF BCC MIAMI FOR ACCOUNT OF 
EASTERN AIRLINES. VALUE 1 3 MAY 1388. 

RGDS, 

AKBAR BILGRAM1 

BCCI-LAR 

MIAMI 


FCCZ 463 1 83MC 

®£0l. 8 


"HANK YOU F0»< USING RCA 
\ 

DELIVERED MSG 

DURA7 T r,i\i ; f, 1 SECS L I STED 5114 .? - \ 5— 2)0 

PAGE 5 IS NEXT 
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■ PV T 

-STW 0829 EDT 03/05/Q6 

\ 05 1986 0831 
>5808 A BCCINY MT 

;i 4691 83MC ^ 

•: N0 5535 TS/GE DTD 5-3-66 
BCCI NEW-YORK 
BCC I MONTE-CARLO 

5T N0<£25SjS£ FOR USD 30.000,- DTD 5-3-86 

-UE P LS PAY USD 30.000.- TQ CITIBANK 

2s -"5th AVENUE NEUI-YORK CITY 10019 FOR CREDIT 
AKORP A/C N0 04605126599 B/C ADN'AN KHASHOGGI. 

REF : OTT/MC/NY/058/66 (. ) 

DS 

31 MONTE-CARLO 
25808A BCCINY MT 

31 469183MC 
PLY VIA ITT 



: i: vj a r d 

flLiX i\it53A\GE 

MAR 5 1366 
i commerce imtl. 

NEW YORK 


EY DISC. 

aosed time 00:01:24 
INTED AT 0830 EDT 03/05/86 



\ 


NY 0020777 
CONFIDENTIAL 
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B. R. & W. INDUSTRIES LTD. 


Telephone: Stoke Goldinflton _ 
(090 855)466 or fAS 5S0 


Telex: 826324/BRWIND G 


Long Barn House 
Ravenstone 
Olney 
Bucks 
MK46 SAS 


21st November 198S 

Afrique Consultant Est. ) And QRLETON TRADER INC 
74 Auelestrasse Vfa.Espana y calle Colombia 

vaduz 1824 

T Ichtsnstfiin PANAMA X. 

Lichtenstein Republic of Panama 

ppn-PORMA INVOICE N0.W0119 

For the supply and delivery of 12S0 units BCM 71 A 
TOW MISSILES 

Place of Manufacture - U.S.A. 

Date of Manufacture ^ - 1980/81 

All brand hew and in manufacturers original packing 


Price per unit 
Total Cost 

Deliver)* - 


» 7,500 USD. C AND F Destination 

- 9,37S,00d USD. 

(Nine million, three hundred and 
seventy- five thousand USD.) 

Immediate, from stock 


Terms of payment 

By a Letter of Credit, confirmed in London by an acceptable 
Bank. L/C to be irrevocable, transferable and divisible 
nominating purchase of Lift Trucks. at 

Amount payable within 46 hours' after arrival of goods a at 
destination against presentation of shipping *■! bv 

invoices, inspection and acceptance certificates signed by 
the Buyer’s Representative and counter-signed by the 
Seller’s Representative, who will accompany the aircraft. 

The Buyer to undertake in the Letter of Credit 

that the aircraft will be refuelled free of charge for 

return journey. 

Letter of Credit to become firm *“5l e S2n t i 0 icS Uy !«inft lVin£ 
a Performance Bond for the sum of 175,000 USD. against 

delivery of goods 

Bankers - Bank o£ Credit * Commerce International S#A* 
140/141 Park Lane, London 


' l l 

Ben Banerjee^ 
For & on behalf of 
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or credit AND Commerce ^^atonai. 

SOCIETE ANONYME LICENSED DEPOSIT TAKER 

U*0t MM *U STM£T iiUWCH ’00 iUCCmmau $Tl€Ct lO^OON CO* JA© 


20th Oeccabcr ,X9fl5 

National Westainster Bank Flo 
International Banking Division 
Bonds and Guarantee* Ospartaent 
Overseas Braneh 
National Westainater Tover 
25, Old Broad Street 
London EC2N IRQ 

Dear Sir, 

BE: OUR COUNTS OUARAgTg 2%US2^|Z25 J&Z&gMh * 

passim ttoa m I2HL. &£ SSS& E&hi. 

uLfj, K00RCAT2 , LONOOK SC2R jAL 

of BR 4 W. Induttrie* Lisitad. reading aa under: 

QUOTE: 

Vita reference to ^the^ concluded between BR*4 

r^lKd” UM supplier) »- £•”* gg 

sss ;r s. ~:b Vf 

accordance with the .aid profora 1 et*U« «. ® y 

Life Truck* we hereby guarantee mad unde- •*** • i±m.b'l'* 4 »s 

Sesab Faatdarn thae the Supplier »** offended froo the— l^ab.l-.--- 
nnder the contract to pay isaediatelr after reee.pt of the f— «• 
written desaad to or to the order of Sepab f 

USS175 000/« (United State* Dollar*: One hundred and * evenly f. e 

xsr«i) « — • » SS“?U ~s s 

subject of reason ascertained by Sepah action through 

iaauanee of declaration foxuor axeeutlon of W «' *g 
adr ini strati vc legal or other authcri-7 or p. t 
untruth of correctness. 

w , Utter of Guarantee 1. valid until the offleial clo.ing tine on 
January ,1986 and i. extendable for £ 

Ketara. Sepah Faeedam. Should the »>anknot beableor will t 
extend the validity hereof or the t-arantce P«W ibou.d not pr 

rece*e'"ea of the exten.lon and obtain the eoneu-rene* or an 
b«k of'the'trtenaion then the bank undertake, » need f . 

a eecond desand the .aid eua in favour or to the order of 
Sepah Patsearn. UNQUOTE 


While forviriir.g the Performance Bond to Bar.k Kelli, Iran 

p^;„e notify »en that the Ferfomanee Bond i.au.d by you^ i«^ 

re.pcet of the following * nt \ e * e * n dition. oentioned 

effective and valid only on fu— f-X» eo 
here in Oclow:- 
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LICENSED DEPOSIT TAKER 

tXOC^MAil ST»(Ct »«AMCM 100 ISaOCmmau. ST*«t kONfiON IC3* M 

EXHIBIT No. 13>3 . 


i 

27 tb December 1985. 

Midland Bank International 

110 Cannon Street ' 

London EC*X 6A A 

Attention: Xr. Taylor 


Dear Sira 

At the request of our eustoaers Messrs. B.l l. A V, Industries Ltd, we 
hereby advice that ve hold their irrevocable instructions to pay you 
USS175 «000 United Statea Dollar* One Bundred and Seventy five 
Thousand, (after deduction of bank charges) for the eredlt of account 
ntsber: 6880292$ held vith yourselves, only after negotiation and 

receipt of payaent (without any reserve) by ua for account of l.Jt. 4 
V. Industries Llslted under letter of credit nuaber’ 000027 Lon 
207*5/85 dated 2* th Dec enter 1985 issued by Bank Kelli Iran, London. 


This advice is valid up to 22nd January 1986, which is the validity 
date of the above aentloned Letter of Credit. 

Thanking you 

Yours faithfully 
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ooCIETE ANONYME LICENSED DEPOSIT TAKER 
UaOC««mau STRCCI tMMCH 100 IUOCM4AU STSCCI 10*00* CC3A 3AO 


20th December, 1985 

National Ve stains ter Bank Pie 
International Banking Division 
. Bond* and Guarantees Pepartaent 
Overseas Branch 
National Westminster Tower 
25, Old Broad Street 
London EC2N 1HQ 

Dear Sir, 

RE; OtJR COUNTER 0UARANT2B NO, 3380/85 FOR VSS175 ,000/* v 
. IN FAVOUR OP SEP AH PASSDARK TEHRAN IRAN, C/0 BAKE NELLI 
IRAN; *. XOOBGATB. LONDON SC2R 6AL 

Ve request you to issue your Perforsaaee Bond Guarantee in favour of 
Xesara. Sepah Fas s dam Tehran, .C/0.. Bank- Nelli -Iran, London on account 
■ of BR 4 V. .Industries Limited, reading aa under: 

.QUOTE: .\ 

With reference to ' the prefers! invoice . no. ...VO, 119 dated 25th 

• . HovesberV ? 1985 relating to 1,250 lift trucks concluded between BR 4 

■V Industries Lislted, (hereby known as Supplier) and Messrs. Sepah 
Fas e darn (hereby known as purchaser) and OF the request of Sepah 
Paisdam for the good perforaanee of the undertaking accepted in 

* accordance with the said proforsa invoice no. VO. 119 in reepect of 
Lift Trucka ve hereby guarantee and undertake, if it ia noticed by 
Sepah raesdam that zhm Supplier ha m offended froa their liabilitiee 
under . the contract to pay isaedlatoly after receipt of the firet 
written demand to or to the order of Sepah Fill darn up to a total of 
USS175«000/» (United States Dollars; One hundred and seventy five 
thousand only) any asount In respect or the - guarantee under any 
subject of reason ascertained by Sepah Fassdam without any need for 
issuance of declaration fora or execution Of any aetlon through 
administrative legal or ether authority . or proving the neglect 
untruth of correctness. 

This Letter of Guarantee is valid until the official closing tine on 
hth January, * 1986 and is extendable for any period requested by 
Messrs. Sepah Faeedara. Should the bank not be able or willing to 
extend the validity hereof or the guarantee psrty should net provide 
the necessities of the extension and obtain the concurrence .of the 
bank of the extension then the bank undertakes to pay without need for 
a second desand the eald tun in favour or to the order of * Messrs. 
Sepah Passdarn. UNQUOTE 


While forwarding the Perforsanec Bond to* Bank . Kelli, Iran** London, 
please notify then that the Perforaanee Bond issued by- ..you -Is. in 
respect of the following consideration, and •'therefore it will be^a^e 
.. effective and -valid only on fulifllnent of tne . conditions *’ cent lohed 
• % v here In below:- w * 




: - Page 2 


(a) An Irrevocable Letter of Credit for USSll-,250 ,000/- (United Staten 
Dollars: Eleven Billion, two hundred and fifty thousand only) issued 
by Bank Kelli Iran, London of the enclosed test of. Poraat, trhlch were 
exchanged between BR & V industries Ltd and Kessrs. Sspah Pasadam and 
approved by both of then. 

• . ’ £ . • . 

(b) The Letter of Credit as stipulated under clause (a) above trust 
reach us by 24th December 1986 evidencing the delivery date CLP Tehran 
dated not later than 4th January, 1966 and expiry 22nd January, 1986. 

On receipt of the above Letter of Credit by qs and our DOtiflcatlon to 
you about the foregoing your Pefersanee Bond Guarantee will becoae 
operative. 

However, ve hereby indemnify you frea all censeQuences in respect or 
your Issuing the guarantee on our behalfCand further undertake to pay 
to you your charges in consideration of your so doing. 


Yours faithfully. 



■ — 

AUTHORISED SICKATPRS. 



. B ank of Credit and Commerce Intonation ajl 
SOCICtC ANONYMC LICENSED DEFOSCT TAKER 
tOO lMCM«U SWOT. LONDON K3A3AD 


IRREVOCABLE 
DOCUMENTARY CREDtT- 


LC/33BO/BS 



Ration will expire. 

Guarantee becoaes operative and will be valid only af ter receipt ly u* of an 
vocable and confirmed Letter of Credit for tbe aws* of usd. 11 r 2SO,ooo/- in favour 
.R. a H. Industries Ltd# and acceptable to then. 

guarantee It construed and governed ^Ln accordance with English Lav and is 
izt to the jurisdiction of English Court* in the event of any dispute. 
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Bank of. Credit an© Commerce International 
SOCXETE ANONYME LICENSED DEPOSIT TAKER 
siw *umcm4oo uao(n»mu rmtrr ionoon ict* mc 


Kitflmnd Bank Pie, 

196 A Piccadilly, 

London, VI. 30tb December, 19*5- 


Bear-Sire, 

At the request. of our cue toner* K/S B.R. S V.' Industries Halted, 
we ' hereby advise tbit we hold thcix irrevocable initruetlona to 
pay you USm5,*000/- (United States Dollars: One Hundred and 

Seventy Five Thousand), (after deduction of bank chargee) 
for the eredit of account no. 69028529 held with yourselves, 
only after ’negotiation and reeeipt of payacnt (without any 
reserve) by us for aeeount of B.R. 4 V. Industries Llslted under 
Letter of . Credit Ho. 000027 LOH 207*5/85 dated 24th December, 
1985 - Issued by Bank Kelli Iran, London. 

. This ; advise.." Is, valid up to 22nd January « 1988 which is the 
validity date of the above aentloned tetter of Credit. 

Thanking you* 



$ 


fHOMCS: OU3S3 SS66 
sax 


TELEX. tf»Si . CAJUS: SAMCTECOM 
4 m 1 Tr . » «r*ocriii t OEi <i — W U 
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Telephone: Stoke Goldington 

Long Barn House 

(090 655)466 or 543 

Rave nst one 


Olney 

Tefexr 828324/BRWIND G 

Bucks 
MK4B 5 as 


PRO-FORMA INVOICE N0.W0119 

For the supply; and delivery of 1250 units BCM 71A 
TOK MISSILES' - : 

Place of Manufacture - U.S.A. 

Date of Manufacture - 1930/81 

All brand new and ^manufacturers original packing 

Trice per unit - * 7,500 :USD. C AND F destination 

Total Cost - 9,375,000 USD. , 

(Nine* million, three hundred and 
seventy-five thousand USD.) 

Delivery - Immediate, from stock 

Terms oi '.payment , 

By a Letter of Credit, confirmed in London by an acceptable 
Bank. L/C to be irrevocable, transferable and divisible 
nominating purchase of Lift Trucks . 

Amount payable within 4k hours after arrival of goods at 
destination against presentation of shipping documents, 
invoices* inspection and acceptance certificates signed by 
the Buyer's Representative and counter-signed by the 
Seller's Representative, who will accompany the aircraft* 

The Buyer. to undertake in the Letter of Credit confirming 
that the aircraft will be refuelled free of charge for 
return journey. 

Letter of Credit to become firm subject to Buyer receiving 
a Performance Bond for the sum of 175,000 USD. against 
delivery of goods . 


Bankers - Bank of Credit 8 Commerce International S.A. 
140/141 Park Lane, London N./l / 


ldon K.1 / 

• • • • pZ/bfiA* 

Ben Banerjee 
For. 8 on behalf of 
B. P*. AND K. INDUSTRIES LTD. 


Company N* 1169017 


Ac&\? 


VAT RoQistrafion Wo 323 37J4 62 
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T« lephon«:*’Stokc’Goidinot Q/\~ 

(09.0 8S5) 466 Of 6*3 5 50 


Tel«3C B26324/BRWIND G 


Long Bom House 
Rove ns tone 
Olney 
Bucks 
MK46 SAS 


Z7th-Novcjnber 1 9S S 

Arabian Gate General Trading Co 
PeOe Box -5611 
DUBAI , U.A.E* 

y'' 

PRO-FORMA IKVQICH NO. 85/1118 
Reference Your Order No. 0002-AD-ENG-85 


To Supply jj 


l' 5,000 Rockets Type PG-7WM - 150 USD. each 

2. 20 Strella 2M Anti-Aircraft Missile - 

37,000 USD each 

3. Launcher for Strella 2 Units - 8,000 USD 

each. 


750.000 USD 

740.000 USD 
16,000 USD 


i 1.000 MIMIC mm 115 115 051) Elflli 550.000 050 

TOTAL : 1,8S6,000 USD 


(One Million, eigh'tliundred and fifty-six thousand USD) 
All items, F O / Poland / 

Terms of PavmenV- By^rrevocable, confirmed Letter of 
Credit payable to'TJtfr account. . . _ , 

Our Bankers - Bank of Credit « Commerce Interactional S.A 
140/141 Pafrk Lane/ London V.l :» 

Packing Detail attached ♦ Ns 7" , ''''\ 



Ben Bane r lee • 

For and on behalf of 
R. AND V. INDUSTRIES LIMITED 


t 
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-Youra faithfully 


AUTHORISED SIGNATURE / 




AUTO PRISED SIGNATURE 


/•/ 



20th DeccDber ,1985 


National Veatainater Bank Me 
" International Banking Divlalon 
Bond* 'and -Ouaranteea Departs ent 

Overaeas Branch ' * 

National Weatsinater Tover 
25, Old Broad Street 
LOndon EC2N 1BQ 

Dear Sir, 

RE; OPR COUNTER GUARANTEE WO. 3180/85 FOR PSil75 .000/** 
IN FAVOPH OP SET AH PASSU ARM TESRAK IRAK. SZS £**£ SH 
IRAN. < , KOOROATH . LONDON SC2R SAL 
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Agency for International Development 
Washington, D.C. 20523 



SEP I 7 1991 


INFORMATION MEMORANDUM FOR THE ADMINISTRATOR 


THRU: 

FROM: 

SUBJECT 


AA/FA, John F. Owens, Acting 
FA/FM/C, Michael G. Usni 




A.I.D. Funds andthe Bank of Credit and Commerce 
International /bc5I^ 


Background = in early August, questions began to arise over 
whether any A.I.D* funds were affected by the BCCI scandal. On 
August 10, GC and FM issued a worldwide cable instructing 
missions to refrain from making deposits or extending credit on 
behalf of contractors or grantees or making any new commitments 
of any kind to BCCI or its affiliates without obtaining advance 
approval of AID/Washington. The cable also instructed missions 
to provide a summary report on the status of any current 
activities which may involve BCCI with A.I.D. financing. 


This memorandum summarizes the responses received from the 
missions. Since the August 10 cable did not ask for negative 
responses, I am sending a follow-up cable to the field asking 
for (1) confirmation from each mission regarding current 
activities, and (2) a listing of any U.S. dollar transactions 
through BCCI or its affiliates over the past five years. The 
second item will improve our data base, since FM has only been 
tracking cash transfers and sector grants centrally by bank and 
account number for the past two years. This data will be useful 
if BCCI stays in the headlines. 


Findings 


1. Only four countries — Cameroon, Bangladesh, Yemen and 
Botswana — have A.I.D. funds that are affected by BCCI 
activities. 

2. In the case of Cameroon . a 1989 agriculture sector grant in 
the amount of $10 million was deposited in BCCI/New York in 
a separate, non-commingled account in the name of the 
Government of Cameroon, as requested by that government. 

The funds were used to finance the importation of 
fertilizer. USAID/Cameroon, was advised by the Central Bank 
of Cameroon in May, 1991 that the BCCI/New York account was 
closed out in February, 1991, and that the residual balance 
of $143 thousand was transferred to Standard Charter Bank 
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of New York and subsequently used in April to liquidate 
Cameroonian debt. The Director General of the Central Bank 
has agreed to provide copies of the bank statements .to 
USAID/Cameroon • 

In Cameroon itself, $10 million equivalent of local 
currencies owned by the' Government of Cameroon are on 
deposit at the*BCCC, the local affiliate of BCCI. These 
local currencies were made available by the Government of 
Cameroon, from its own resources, to match the U.S. dollar 
transfers made to BCCI /New York. The Government of 
Cameroon selected the BCC^as its fiduciary bank in 
Cameroon, with USAID concurrence. These local currencies 
are jointly programmed by the Government and the USAID, and 
BCCC will only release these funds to mutually agreed upon 
recipients with USAID concurrence. Although the August 6 
Wall Street Journal article on BCCI and the Cameroon stated 
that these local currencies were frozen, USAID/Cameroon 
reports that these accounts are open and functioning. 

3. In Bangladesh , a U.S. grantee. Pathfinder . International , 
has $167 thousand of A.I.D. advances frozen in its account 
in BCCI/Dacca. The advances relate to an OFDA-funded 
cyclone disaster assistance grant. The grantee has been 
advised that it must fully execute the terms of the grant, 
notwithstanding actions by BCCI to freeze all accounts. 

Since prolonged delay would adversely affect relief and 

* rehabilitation, OFDA has issued a budget allowance for an 
additional $167 thousand for the project. Pathfinder will 
reimburse A.I.D- for this amount once its account is 
unfrozen. 

4. A similar situation exists in Yemen . where two contractors 
— John Snow, Inc. and Academy for Education Development — 
have accounts with BCCl/Sanaa for their local support 
operations. Both accounts are maintained by the contractors 
primarily against USAID advances, and together total 
approximately $200 thousand in local currency. The 
contractors immediately opened new accounts with other 
local banks for their local operations, and have been 
advised that A.I.D. is not responsible for the frozen bank 
accounts maintained in BCCI. 

5. APRS has reported that Botswana has two small sub-loans 
outstanding (totaling $35 thousand) that are guaranteed by 
BCCI under the Private Sector Revolving Fund. Under the 
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terms of this specific program, A.I.D. disbursed $150 
thousand to Security Pacific National Bank in 1989, which 
then set up a letter of credit arrangement with BCCI to 
allow BCCI to provide loans to overseas borrowers. The 
Botswana loans are the only loans against the $150 
thousand. Since the loans carried a 50% guaranty, our 
contingent liability is approximately $ltf.5 thousand. 
However, there may not be any loss if the borrowers repay 
the loans, even if BCCI goes under. Nevertheless, APRE 
informed FM that it intends either to (1) reduce the letter 
of credit to a much lover level, or (2) transfer the loans 
to another bank. 

Sgnglvsiops 

On balance, A.I.D. has very little exposure with BCCI. Cameroon 
appears to be the only A.I.D. recipient country in which A.I.D. 
funds, other than contractor advances, have been deposited in 
BCCI or affiliated accounts. 

FM is taking additional steps to ensure that this information is 
complete and accurate. 

cc: AA/OPS, Tim Fry, Acting 

AA/AFR, Scott Spangler 
AA/ENE, Carol Adelman 
AA/APRE, Henrietta Holsman Fore 
AA/LAC, Jim Michel 
XA, Stephen Hayes 
LEG, Ray Randlett 
IG, Herbert Beckington 
GC, John Mullen 
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Preface 


The purpose of this paper is to contribute to public discussion and conscious- 
ness of the terrorist threat faced by the United States and other countries. We 
have sought to illustrate the nature and magnitude of this threat by describing in 
some detail the Abu Nidal organization (ANO) . one of the world's deadliest 
terrorist organizations. It is not our intent to present an exhaustive catalogue of 
all Information available to us on the activities or relationships of this organiza- 
tion. The detail provided in this paper is, however, sufficient to allow the reader 
an informed understanding of how ANO operates. To do more would only 
detract from our ultimate objective— to end the operations of this and other 
terrorist organizations. Our success in this endeavor depends importantly on 
preserving sensitive sources of intelligence, as well as the cooperation of other 
countries willing to shoulder the burdens of an uncompromising struggle against 
terrorism. 


$ 


jul'Iiw 
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Exeeutive 

Summary 


The Abu Nidal 
Terror Network 


The Abu Nidal organization (ANO) is one of the world's most dangerous 
terrorist organizations^ ANO attacks have killed or injured almost 900 people 
from at least 20 countries. Although ANO is thought of as a Middle Eastern or- 
ganization . the group has operated on three continents, and almost two-thirds 
of ANO attacks have occurred in Western Europe. Prominent among the almost 
90 terrorist attacks that we believe ANO has carried out since 1974 are the 
Rome and Vienna airport attacks in December 1985. the Neve Shalom 
synagogue attack in Istanbul, and the Pan Am Right 73 hijacking in Karachi— 
both in September 1986. The ANO also has heavily targeted Palestinians and 
other Arabs. 

State support has been an important element in ANO's success. This terrorist 
organization has received assistance from Iraq, Syria. Libya. East Germany, and 
Poland. Until very recently, and perhaps still, ANO has operated businesses in 
Warsaw and the Soviet sector of Berlin (“East Berlin") . These businesses, 
which have dealt principally in arms, have functioned with the knowledge, 
consent, and assistance of the Polish and East German Governments. This 
government-assisted arms trafficking has helped ANO receive weapons. 

We have discussed this information with various governments. The Governments 
of Poland and East Germany have denied all knowledge of such activities in 
spite of the fact that we are aware of the names of the companies, the identities 
of important officers in those companies, the addresses of the companies, as 
well as their telephone and telex numbers. We also know the names and 
positions of at least some of the Polish and East German officials who have dealt 
witn the ANO front men and specifics of some of their transactions. 

The ultimate goal of the ANO is the destruction of the state of Israel and the es- 
tablishment of a Palestinian state in its stead. As an interim goal, the ANO has 
sought to supplant Yasir 'Arafat's Fatah as the focus of the Palestinian 
movement. The ANO is committed to the use of violence to accomplish these 
goals. 

The ANO is headed by Sabri ai-Banna whose nom de guerre is Abu Nidal. Sabri 
ai-Banna split with Arafat and founded his organization, largely as a response 
to 'Arafat’s professed ban on Palestine Liberation Organization (PLO) partici- 
pation in terrorist attacks outside Israel and the occupied territories. 
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The Abu Nidal 
Terror Network 


Introduction 

The Abu Nidal organization (ANO) is among the 
most dangerous of the radical Palestinian terrorist 
groups, carefully planning its operations and main- 
taining tight compartmentation. The clandestine 
cadres of the ANO may number as many as 400. 
organized in small cells worldwide. There is also a 
support structure of several hundred more, drawn 
primarily from Palestinian students around the world; 
the ANO has a militia in Lebanon that is growing as 
the group actively recruits from other Palestinian 
organizations. 

The ANO has conducted about 90 terrorist attacks 
since its inception in 1974— almost half of them 
since the beginning of 1984 (see appendix A for a 
chronology of the most significant ANO terrorist 
activities) . At least 300 people have died and more 
than 575 have been wounded in ANO attacks. 
Despite its Middle Eastern roots, the ANO has 
conducted almost three-quarters of its attacks out- 
side the Middle East, almost two-thirds of them in 
Western Europe. It has staged attacks in over 20 
countries on three continents and has cells in cities 
rr. many countries ojfside the Middle East (see 
foldout map in back) . 

The ANO claims that its enemies are Israel and its 
supporters, as well as moderate Arab governments 
and leaders, whom it considers traitors. However, 
the victims of ANO’s indiscriminate terror are often 
innocent bystanders and are of nationalities other 
than the intended target (see tables 1 and 2) . * 
Among ine most recent examples are: 

• The attempted hijacking of Pan Am Flight 73 in 
Karachi. Pakistan, on September 5. 1986. which 
left 21 dead— 14 Indians, three Pakistanis, two 
Mexicans, and two Americans. 



Rome. Italy. December 27, 1985 Italian secu- 
rity officials survev the scene in the aftermath 
of the ANO attack on the El Al ticket counter m 
the tcmmal of Fiumicino Airport; 1 2 victims 
died. 


• The attack on the Neve Shalom synagogue in 
Istanbul on September 6. 1986. killed 22 worship- 
ers— 20 Turks and two Israelis. 
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Table 1 

Nationalities ot ANO Victims, 1985-87' 


Country/ Nationality 

Wounded 

Dead 

Algeria 

0 

1 

Argentina 

1 

0 

Australia 

2 

0 

Austria 

3 

1 

Canada 

0 

2 

Egypt 

4 

12 

Greece 

11 

15 

India 

0 

14 

Iran 

2 

0 

Israel 

3 

4 

Italy 

21 

2 

Jordan 

2 

1 

Kuwait 

90 

8 

Mexico 

0 

4 

Nigeria 

3 

0 

Pakistan 

2 

3 

Palestinian 

3 

1 1 

Philippines 

3 

1 1 

Soain 

25 

1 

Turkey 

6 

20 

United Kingdom 

34 

0 

United States 

50 

8 

west Germany 

2 

0 


* Data are incomplete. At least 188 more were killed or wounded. 
Out their nationalities are unreported. 


The Man, the Organization, 
the Operating Principles 

The organization is most commonly referred to-as 
Abu Nidal from the nom de guerre of its leader 
Sabri al-Banna. who created it from elements that 
broke away from Yasir ‘Arafat’s Fatah organization 
in the 1970s. The ANO is committed to the destruc- 
tion of the state of Israel and the use of violence to 
abort any political or diplomatic efforts that might 
reconcile Israel and the Arab states. The ANO 
considers any who choose negotiation to be traitors 
and directs terrorist attacks against PLO officials, 
including ‘Arafat, when they move in that direction. 


Sabri al-Banna (Abu NiCaD 


Sabri al-Banna was sentenced to death in absentia 
by the Fatah command in 1974 for planning the 
murder of ‘Arafat and other PLO officials, including 
Abu lyad. ANO terrorists have attacked PLO offi- 
cials or offices in London, Kuwait, Paris, Islamabad, 
Brussels, Rome, Lisbon. Athens. Ankara, and Bel- 
grade. killing at least 1 1 leading Fatah members. 

Al-Banna has publicly threatened Western and mod- 
erate Arab nations with terrorism and assassination 
for what he sees as their part in preventing a 
Palestinian homeland. The ANO has called for the 
destruction of moderate, or in its terms, “reaction- 
ary" Arab governments. Jordan. Kuwait, the United 
Arab Emirates (UAE) , and Egypt have been promi- 
nent on the ANO’s target list, and each has su'feicd 
a number of attacks on its officials, airliners, and 
other interests throughout the Middle East and Eu- 
rope. The ANO has also attacked US and British 
targets, striking civilian targets such as airlines and 
hotels, as well as diplomats— including the British 
Deputy High Commissioner in Bombay, whom they 
murdered in 1984. Abu Nidal staged a series of 
attacks against Jordanian targets in 1984-85 when 
Jordan’s King Hussein joined PLO Chairman ‘Arafat 
in efforts to revive Middle East peace negotiations. 
The ANO publicly condemned Romania in Novem- 
ber IS 86 for hosting a meeting between the PLO 
and members of an Israeli peace group. In June 
1987 Hungary served as the venue for a similar 
meeting, and the ANO reflerated its threats. 
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Valletta. Malta. November 24, 1985. Egyptian commandos 
search among me surviving passengers of Egyptair Flight 648 
for the nijackers. The mc/Oent cia>mea 56 victims 


Sabri al-Banna formed his organization in 1974, 
largely in response to ‘Ararat s protesseo oan on 
PLO participation in terrorist attacks outside Israel 
and the occupied territories. Al-Banna — who was 
the PLO representative in Baghoad at the time— 
disagreec. arguing that any operation that advances 
the Palestinian cause is justifiable and any location 
is acceptable. These radical views found favor with 
the Iraoi regime. Al-Banna's close ties to Iraqi 
intelligence proved beneficial— Baghdad provided 
al-Banna with a base for his operations and helped 
him create his organization, officially called Fatah- 
Revolutionary Council. By choosing this name. 
al-Banna broadcast his claim that his organization, 
rather than the one ted by ‘Arafat, was tne legitimate 
Fatah. He has similarity created an organizational 
structure with titles that mirror ‘Arafat’s Fatah. 


Although most noted for his international terrorist 
networK. ai-Banna wants to supplant Ararat s 
organization as the main focus of allegiance for the 
Palestinian people. In recent months, the ANO has 
renewed its attention to intra-Palestinian politics. 
Although Sabri al-Banna remains under death sen- 
tence by ‘Arafat’s Fatah, the ANO joined preliminary 
sessions of the Palestine National Council in Algiers 
in April 1987. ANO has begun building a militia 
within the refugee camps in Lebanon. These efforts 
are in addition to— not a substitute for— al-Banna’s 
basic strategy of using violence and terrorism to 
bring down Israel and punish any who support or 
negotiate with its government. 
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Cover page of Al-Tariq. ANO's internal, policy 
magazine. The magazine is disseminated on a 
highly restricted Oasis, and members may not 
retain copies. 

ANO members suspected of committing security 
infractions: collecting targeting and casing informa- 
tion for potential operations: and conducting terror- 
ist operations. 

The Political Department is the overt arm of the 
ANO. It performs liaison and propaganda functions. 
This department publishes Filastin al-Thawra. the 
ANO’s glossy international news weekly, which con- 
tains items of interest to Palestinians. It is distributed 
to ANO members around the world, often clandes- 
tinely, because it is banned in many Arab and other 
countries. The Political Department also produces 
Al-Tariq, an internal, typewritten document report- 
edly written by Sabri al-Banna. Al-Tariq contains 
policy recommendations, future plans, ideological 
discussions, internal criticism, and personnel mat- 
ters. It is tightly held, and members who are allowed 
to read it may not retain it. In recent months, the 
Political Department may have achieved increased 
prominence because the ANO has begun emphasiz- 
ing its political agenda as a part of its maneuvers 
within the Palestinian movement, particularly in the 
wake of the Palestine National Council meeting in 
Algiers. 

7 


The Lebanon Affairs Department is responsible for 
ANO activities in Lebanon and relations with the 
variojs organizations and movements in Lebanon. It 
oversees the five military districts into which the 
ANO divides responsibility for Lebanon. It was 
formed in early 1986 because of the growing impor- 
tance of Lebanon, particularly the south, as a base 
of operations. The department also assumed re- 
sponsibility for all ANO military activities in Lebanon 
from the former Military Department, which was 
relegated to an office after an internal ANO political 
squabble. The prominence of ANO armed units in 
the camps war in Lebanon has undoubtedly raised 
the importance of the Lebanon Affairs Department 
within the overall organization. 

Training and Operations 

Despite increased attention to Palestinian politics 
and to military affairs in Lebanon, the ANO’s prima- 
ry tool against Israel and within the Palestinian 
movement remains its terrorist apparatus. ANO ter- 
rorist operatives are carefully screened and trained. 
The ANO does not require large military training 
camps, although operatives have received paramili- 
tary-style training at camps in Lebanon and Syria. 
Some of these camps are controlled by other orga- 
nizations. such as the Popular Front for the Libera- 
tion of Palestine-General Command (PFLP-GC) . 
which jse the camps to train Palestinian militias for 
urban guerrilla warfare Many of the weapon* a n d 
techniques are equally applicable to terrorist opera- 
tions. ANO operatives at such camps have been 
trained in the use of small arms, grenades, and other 
weaponry for terrorist operations. Before Syria 
closed ANO offices in Damascus, the organization 
used the PFLP-GC camp at Ayn Sahab. north of 
Damascus, to tram its operatives. The current status 
of ANO activities that have been located in the 
Bekaa Valley and elsewhere in Lebanon is unclear. 

An important component of ANO training is political 
indoctrination, with heavy stress on loyalty and 
obedience to the organization. It is clearly under- 
stood that “defectors” will be killed; each ANO 
member signs a statement upon entry into the 


JUL l5£7 


640 



Istanbul, Turkey, September 6, 1986. The interior of Neve 
Shalom synagogue attacked by two ANO gunmen; 22 victims 
died. 


Tire ANG’s move to Syria coincided with a dramatic 
increase in its terrorist attacks. Between 1983 and 

1986, the ANO struck at US. British, pro-’ Arafat 

Palestinian, moderate Arab. Turkish, and Israeli tar- 
gets. Between late 1983 and late 1985, the ANO 
conducted 16 attacks against Jordanian targets 
including Jordanian diplomats, as part of a Syrian 
campaign to disrupt Jordanian initiatives in the 
Middle East peace process. The attacks against the 
Jordanians ceased following a Jordanian-Syrian 
rapprochement. 

The current major ANO supporter in the Middle East 
is Libya. ANO's relationship with Libya has intensi- 
fied since about 1985. The Libyan press reports that 
Sabri al-Banna met with senior officials in Libya at 


ieast three times in 1985. Libya provioes training 
assistance, safehaven, and financial support to the 

ANO. Tripoli gives the ANO close support for select- 
ed operations as well. In September 1985, an ANO 
operative was arrested in London after he was seen 
collecting four handgrenades in a bag from a Libyan 
contact. Libya is believed to have been involved in 
the bloody ANO hijacking of Egyptair Flight 648 in 
November 1985. and Tripoli provided the passports 
to ANO members who attacked the El Al counter at 
the Vienna airport in December that same year. 
Many ANO personnel expelled from Syria appear to 
be relocating to Libya. 
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activities. Cut aiso can be used for operational 
support. With such a network in place, the clandes- 
tine ANO terrorist operatives have access to a 
readymade mechanism to move and hide funds: to 
buy. ship, and cache weapons; to arrange meetings: 
and to serve as accommodation addresses. ANO 
company personnel are thus available to perform a 
wide range of terrorist support functions worldwide 
under commercial cover if called on to do so. 

The ANO commercial network comprises several 
businesses created over the past seven years with 
the long-term goal of establishing legitimate trading 
enterprises in various countries, gaining experience 
in commercial trade, and making a profit for the 
group. Such profits permit the organization some 
freedom of operation— beyond the control of its 
state benefactors. Most of the companies deal in a 
variety of manufactured goods that are sold primari- 
ly to Arab countries, but a key segment of the 
network deals extensively in the international arms 
market, with assistance from gray-arms dealers and 
certain Warsaw Pact countries. 



Najm al-Din has maintained all of the companies’ 
records at his Warsaw office. He has maintained a 
general account at a major West European bank 
from which he transfers money to individual compa- 
ny accounts at local banks. He maintains joint 
control of each company's bank accounts along 
with the company manager, and he is responsible 
for forwarding all major contracts to Sabri al-Banna 
for final approval. 


The general manager of the commercial network 
and the principal agent in gray-arms transactions is 
Samir Hasan Najm al-Din (Samir Najmeddin) . He 
has directed many of ANO's commercial activities, 
both licit and illicit, from his offices in the INTRACO 
building in Warsaw. Poland. He brokered arms sales 
on behalf of Warsaw p act and Middle Eastern 
governments even before the ANO companies were 
established, and commissions from such deals have 
been a continuing source of income for the ANO. 
Najm al-Din established a permanent residence in 
Warsaw at 3 Ulica Bagno, apartment 24. in 1983 or 
earlier. 

The managers of the group’s several companies 
report to the Board of Directors, which includes 
ANO leader Sabri al-Banna; his de facto deputy for 
commercial matters. Samir Najm al-Din; financial 
manager Shakir Farhan; and a fourth official named 
Kamal Hasan Khalil. Organizationally, the Board of 
Directors falls under the purview of the ANO’s 
Finance and Economic Department. In reality, the 
commercial network is run by Najm al-Din. who 
reports directly to Sabri al-Banna. 


Members of the ANO commercial sector generally 
do not interact with those involved in its political and 
terrorist operations. The managers of the ANO 
companies are primarily businessmen. This facili- 
tates interaction with potential clients and provides 
plausible denial to businessmen or governments that 
3re aware that the companies arc controlled by 
ANO but would be embarrassed should their in- 
volvement with these enterprises become public. 

Although ANO businessmen are not members of the 
terrorist wing of the organization, the group’s leader- 
ship considers them integral members of the ANO. 
and tney must undergo the same stringent screening 
process as do terrorist operatives. They regularly 
receive issues of ANO publications, including the 
news magazine Filastin al-Thawa and the internal 
polic/ document Al-Tariq. They attend meetings 
hosted by senior ANO officials, in which they are 
briefed on current issues of interest and are remind- 
ed of their contribution to the ANO cause. 
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The SAS company has maintained its headquarters on the 25th 
floor of the INTRACO building at Stawki 2. in the Nowe Mi astro 
section of Warsaw. 


manager of SAS. the most profitable ANO compa- 
ny. and he has maintained offices in the INTRACO 
building. SAS has been represented in Warsaw by 
the Polish firm Maciej Czarnecki and Co., whose 
director is Jerzy Dziubinski. 

• Zibado Foreign Trade and Consultants 
International Trade Center 
1086 Friedrichstrasse. P.O. Box 99 1HZ 
German Democratic Republic-Berlin 
Telephones: 206-2951. 206-2952. and 206-1627 
Telex: 1 12009 ZIB AD DD 

Zibado’s headquarters were established in the Sovi- 
et sector of Berlin (“East Berlin”) in 1983. The 
“East 3erlin“ office had three employees— the man- 
ager, an East German named Hans Hoffmann, and 


an East German secretary. It was managed by 
Kamal Hasan Khalil before it closed in late 1986. 
Zibado company officials dealt directly with 
Guenther Haussman. managing director for exports 
in IMES. IMES is an East German Government 
foreign trade organization active in the arms trade. 
Zibado claimed to be able to deliver a wide range of 
goods, including entire industrial plants, building 
macnines and materials, research laboratories, pi- 
anos. livestock, and frozen seafood. In 1983. the 
Zibado company established a branch in Damascus, 
located on the fifth floor of the Nahas building, on 
Abu Sa'id Street, and r^anaged by Abdullah Salah 
(Abu Hisham) . The Damascus branch has served 
as an office for ANO Financial Director Shakir 
Farhan. 
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Western Europe for operations. Depending on the 
nature of their arrangements with the ANO. the East 
European governments obtain hard currency, ac- 
cess to embargoed weapons, and/or guarantees 
against ANO terrorist activities on their soil. 

A salient feature of the commercial network has 
been its intricate relationship with Poland and East 
Germany. ANO commercial organizations in Warsaw 
(SAS Foreign Trade and Investment) and in "East 
Berlin" (Zibado) have been staffed not only by 
ANO commercial representatives, but also by Polish 
and East German nationals who act as brokers 
between government export companies and foreign 
buyers. They have dealt heavily but not exclusively 
in arms trading in the Middle East and Africa. The 
SAS company in Warsaw has served as the hub of 
much of this activity. 

SAS has worked closely with the official Polish arms 
exporter CENZIN to broker arms transfers for the 
Polish Government. Andrzej Marchewka has been 
the chief Polish contact for SAS commercial activi- 
ties. He has functioned as a representative of both 
CENZIN and SAS and has negotiated a number of 
weapons deals for SAS with Middle Eastern govern- 
ments. He is believed to be a Polish intelligence 
official, and the ease with which he has expedited 
visas and customs clearance for ANO travelers to 
Warsaw certainly suggests close ties to Polish secu- 
rity officials. Najm al-Din pays Marchewka S600 per 
month— $500 goes to the Polish Government and 
$100 to Marchewka. 

The ANO has maintained a close commercial rela- 
tionship with East German foreign trade organiza- 
tions in three areas: manufactured goods, weapons, 
and embargoed technology. Unlike SAS. which has 
been the ANO’s focal point for all business deals in 
Poland. Zibado was responsible only for trade in 
manufactured goods, and it dealt directly with East 
German manufacturing firms. Najm al-Din personally 
handles the weapons and technology transactions. 
For these, he has dealt directly with IMES. a state- 
run foreign trade organization primarily responsible 
for the sale of weapons and other military equip- 
ment. East German officials have also turned to the 


ANO commercial network for assistance in estab- 
lishing contacts in several African and Middle East- 
ern markets the East Germans have not otherwise 
been able to penetrate. 

In Warsaw and "East Berlin." the local employees 
and the export firms ANO has dealt with have 
extensive ties to responsible party, government, and 
commercial officials. These employees and local 
export firms also have ties to high-level intelligence 
offices, which have facilitated ANO travel and deal- 
ings with state bureaucracies. 

Polish and East German connections help the ANO 
in other areas as well. After his expulsion from Iraq m 
1983. Sabri al-Banna went to Poland. He may have 
resided in Poland from late 1983 until early 1985. 
and he continued to maintain a residence in Warsaw 
afterward. The ANO holds general business meet- 
ings in Warsaw; Sabri al-Banna presided over two 
such meetings in 1983 and 1984. In December 
1983. meetings were held at the Solec Hotel and at 
the Novotei Hotel near Warsaw's airport, in Septem- 
ber 1984 the meetings again were held at the 
Novotei Hotel. In June 1987. several officials from 
ANO companies in Europe traveled to Warsaw, 
evidently for consultations with Najm al-Din. 

The ANO's ties to Poland date to at least 1979. 
Sabri al-Banna and the Polish Government entered 
an agreement whereby the ANC pledged net to 
undertake terrorist activities on Polish soil or against 
Polish interests in return for freedom to conduct 
ANO propaganda activities in Poland and for schol- 
arships for ANO members. A senior official of the 
Polish Ministry of Education met the first group of 
ANO students at the Warsaw airport. The ANO has 
continued sending students to Poland each year and 
has maintained a liaison officer in Warsaw. Najah 
‘Abd al-'Afu Muhammad ‘Adas— himself a former 
student there— to oversee the scholarship program. 

The East German Government reached a similar 
arrangement with Sabri al-Banna in early 1983. 
Again, the reciprocal agreement involved a pledge 
by ANO not to undertake operations in East Germa- 
ny or against East German interests abroad in return 
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Aikastromc office m Vienna. Austria. March 

1987 


deals that work to the advantage of Warsaw Pact 
and Middle Eastern states, as well as to the ANO 
itself: 

• In 1986 Najm al-Din assisted East Germany in 
obtaining 115 Enfield antiriot weapons from the 
United Kingdom by designating an African country 
on the end user certificate. The shipment was 
diverted to East Germany once it reached Rotter- 
dam. The East German Government purchased 
100 of the weapons and the remainder were 
retained by the ANO. 


• In 1984 Najm al-Din handled a contract worth 
$500,000 under which East Germany sent more 
than 4.000 Kalashnikov assault rifles to Libya. The 
rifles were shipped via Poland in order to conceal 
East German involvement in the transaction. 

• In 1985. Najm al-Din observed a live fire demon- 
stration of weapons that the East Germans hoped 
to market. One was a shortened East German- 
made Kalashnikov assault rifle that could be 
equipped with a silencer. The other was a 9-mm 
Finnish Jatimatic submachinegun that the East 
Germans recommended for “street fighting." Both 
would be useful additions to any terrorist's arsenal. 

The East German Government also looks to the 
ANO gray-arms network to help provide weapons 
for other terrorist groups supported by “East 
Berlin." In early 1984, the East German Government 
trading company IMES approached Najm al-Din to 
handle arms sales on its behalf and provide weap- 
ons for the two radical Palestinian groups, the 
Popular Front for the Liberation of Palestine-Gen- 
eral Command (PFLP-GC) and the Democratic 
Front for the Liberation of Palestine (DFLP). 

Through ties to the official Polish company CENZIN 
and arms dealings on behalf of other Palestinian 
groups, the ANO gray-arms network intersects with 
that of Munzir Oassar. Like the ANO, Qassar pro- 
cures weapons for terrorist groups, falsifies end user 
certificates, and provides support that obscures the 
trail back to the Warsaw Pact suppliers (see inset 
on the Qassars) . 

Mu: .zir Qassar. a notorious arms and narcotics 
trafficker, has extensive commercial links to the 
Polish Government, which provides him with office 
space, special services, and staff. Qassar is recog- 
nized in Warsaw as one of the primary arms brokers 
for the Polish Government, although he also services 
other Warsaw Pact governments. Qassar brokers 
millions of dollars in arms sales and arranges ship- 
ping and financing between Warsaw Pact states and 
various Middle Eastern Clients, including terrorist 
groups. 
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Munzir Oassar works directly with SAS. the ANO 
company in Warsaw: 

• Documents found in Qassar's Alkasponic office in 
Vienna in 1 985 recorded the sale of ammunition 
and pistols— some equipped with silencers— to 
SAS in Warsaw. 

• Oassar and ANO commercial director Najm al-Sin 
have worked together in brokering arms deals. 


Outlook 

Recent ANO attacks have been increasingly violent. 
The Pan Am Flight 73 hijacking, the massacre at the 
Neve Shalom synagogue in Istanbul, and the Rome 
and Vienna airport attacks suggest that future ANO 
attacks may also cause high numbers of casualties 
among people with no connection to the Middle 
Eastern conflict. Past actions and current trends 
suggest that the ANO is likely to conduct more 
terrorist attacks. The ANO continues to espouse 
violence as the only effective way to achieve a 
Palestinian homeland in present-day Israel. The 
A NO’s attacks in 1986 continued a trend toward 


operations designed to cause a maximum number of 
casualties with no concern for the innocence of the 
victims. 

The ANO frequently launches attacks aimed at 
freeing imprisoned members (see table 3 on pages 
20 and 21) . Al-Banna publicly threatened the Unit- 
ed States with retaliation if it extradites to Israel a 
Palestinian who claims to belong to Fatah: he was 
arrested in New York in May 1987 on murder 
charges filed by Israel. In 1986 an ANO political 
spokesman warned. “Some of our people are im- 
prisoned in Europe. We are going to liberate them 
before long; that we can guarantee." 

The ANO has demonstrated its willingness to follow 
through on its threats. For example, since March 
1984, it has conducted a series of bombings and 
assassinations against British targets in an unsuc- 
cessful attempt to force the release of members 
imprisoned there. The ANO has also sought to 
intimidate other governments that hold ANO prison- 
ers by conducting attacks against third-party targets 
on their soil. Such intimidation may precede or 
follow ANO attempts to negotiate deals with those 
holding its members. 
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Table 3 (continued) 





Couniry/Total 
m Custody 

Name 

Date of 
incident 

Sentence 
(in years ) 

- Remarks 

Kuwait — 1 

Mustafa Mahmud 
Mustafa Sa'id Biyari 

July 11. 1985 

Death 

Arrested lor the bombings of two 
cafes in Kuwait City. 

Malta — 1 

Muhammad Ali Abd 
al-Rizq 

November 23. 1985 

. . .* 

Arrested for participation m Egyptair 
hijacking in Valletta. 

Pakistan— 5 

Wahdud Muhammad 
Hafiz al-Turk 
Zayd Hasan Abd al-La- 
tif Musud al-Safarim 
Muhammad Abdullah 
Khalil Hussain 
al-Rahayyal 
Jamal Sa'id Abd 
al-Rahim 

Muhammad Ahmad 
al-Munawar 

September 5. 1986 

• • 1 

Arrested lor attempted hijacking cl 
Pan Am Flight 73 in Karachi. 

Spam— 2 

Sa'id Ali Salman and an 
accomplice 

March 3. 1980 

24 

Jailed for the murder of Spanish attor- 
ney Adolfo Cotelo Villareal m Madrid. 

United Kingdom— 4 

Husayn Ghassan Sa id 
Murwan al-Banna 
Nawaf Nagib Mislih 
Rusan 

June 3. 1982 

30 

30 

35 

Jailed for the attempted murder of 
Israeli Ambassador Argov m Lonocn. 


Rasmi Awad 

September 22. 1985 

25 

Arrested for conspiring to cause ex- 
plosions in London. 

United States— 1 

Mahmud al-Abid Ah- 
mad (aka Mahmud 
Mahmud Ata) 

April 12. 1986 


Arrested on provisional arrest war- 
rant. pending extradition to Israel He 
is wanted in connection with an at- 
tack on a passenger bus at Dayr Abu 
Mchal junction. (C!c:ms :c ce mem- 
ber of Fatah.) 
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Appendix A 

Chronology of Significant 
Abu Nidal Organization 
Terrorist Activities, 1974-86 

1974 

November 22 

United Arab Emirates (UAE) : Four terrorists, armed 
with machineguns. handgrenades, and pistols, hi- 
jack British Airways plane en route from Dubayy to 
Tunis . . . two people wounded during takeover . . . 
plane took off with approximately 46 hostages, 
refueled in Tripoli. Libya, and went on to Tunis . . . 
one passenger killed on ground; hostages later 
released. 

Late 1974 

Location unknown; probably Lebanon: Murder 
planned by Sabri al-Banna against Yasir ‘Arafat, 
Salah Khalaf (Abu lyad) , and other prominent 
Palestinian leaders uncovered by Fatah intelli- 
gence . . . al-Banna sentenced to death in absentia 
in October. 

1976 

September 26 

Syria: Four terrorists, armed with machineguns and 
grenades, take over Semiramis Hotel in Damascus, 
taking 90 hostages . . . Syrian troops storm hotel . . . 
one terrorist killed and three captured; four hostages 
killed and 34 wounded. 

October 11 

Pakistan: Grenade attack on Syrian Embassy and 
Syrian Ambassador’s residence in Islamabad. - 

November 17 

Jordan: Four Palestinians attack Intercontinental 
Hotel with handguns and grenades, killing two em- 
ployees and taking hostages . . . Jordanian troops 
counterattack, killing three terrorists and wounding 
one . . . two soldiers, one hotel guest killed; four 
hotel guests wounded. 


December 2 

Syria: Syrian Foreign Minister *Abd al-Halim Khad- 
dam seriously wounded in assassination attempt in 
Damascus. 

1977 
October 

UAE: Assassination attempt against Syrian Foreign 
Minister Khaddam in Abu Dhabi results in death of 
UAE Minister of State. 

1978 

January 4 

United Kingdom: PLO representative killed in 
London. 

February 15 

Cyprus: Two gunmen attack Afro- Asian People's 
Solidarity Organization meeting in Nicosia and kill 
the organization's secretary general, Yusuf as-Siba’i. 
a confidant of Anwar El-Sadat . . . leave country on 
aircraft with 1 1 hostages but refused permission to 
land in Libya. Kuwait. Somalia. Ethiopia, and the 
People’s Democratic Republic of Yemen (South 
Yemen) . . . subsequently return to Larnaca Air- 
port . . . Egyptian counterterrorism force assaults 
aircraft . . . resulting firefight kills 15 and wounds 16. 

June 15 

Kuwait: PLO official murdered in Kuwait. 

August 3 

France: Two gunmen attack PLO office in Paris and 
kill PLO representative to France. 
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August 26 

India: UAE Consul General in Bombay escapes 
injury in assassination attempt. 

September 16 

Pakistan: Attempted assassination of Kuwaiti Con- 
sul General in Karachi. 

September 18 

Spain: First secretary of Kuwaiti Embassy assassi- 
nated in Madrid; driver wounded. 

October 9 

Italy: Grenade and machinegun attack against syna- 
gogue in Rome kills a child and wounds 10 persons. 

December 8 

Greece: Kuwait Airways offices bombed in Athens; 
no casualties. 

1983 

April 10 

Portugal: Issam Sartawi, prominent PLO moderate 
and close friend of 'Arafat's, killed in Lisbon. 

August 20 

Greece: Murder of aide to high-ranking Fatah official 
Khalil al-Wazir. 

September 23 

UAE: Gulf Air Boeing 737 en route from Karachi, 
Pakistan, to Abu Dhabi, crashes, killing all in 
passengers and crew . . . crash may have been 
caused by bomb aboard aircraft. 

October 25 

India: Jordanian Ambassador wounded in assassi- 
nation attempt in New Delhi. 

October 26 

Italy: Jordanian Ambassador and driver wounded in 
assassination attempt in Rome. 

October 31 

Jordan: Car bomb detonated outside main Jordani- 
an Army officers' club in Az Zarqa'; no casualties 
reported. 


November 7 

Greece: Two security guards of Jordanian Embassy 

in Athens attacked; one killed, one wounded. 

\ 

November 12 

Jordan: Discovery of car bomb in residential area in 
Amman. v 

December 19 

Turkey: Car bomb discovered midway between 
French cultural center and U.S. officers' club in 
Izmir. 

December 20 

Turkey: Car bomb injures, one person and causes 
extensive damage to apartment building near PLO 
office and living quarters in Ankara. 

December 29 

Spain: Two Jordanian Embassy employees attacked 
in Madrid; one killed, one wounded. 

1984 

February 8 

France: UAE Ambassador to France assassinated in 
Paris. 

March 24 

Jordan: Bomb defused outside British Consulate ir. 
Amman. 

March 24 

Jordan: Bomb defused outside British cultural center 
in Amman. 

March 24 

Jordan: Bomb explodes in parking lot of Interconti- 
nental Hotel, across street from US Embassy, dam- 
aging two vehicles and slightly injuring two persons; 
second bomb discovered and defused. 

March 28 

Greece: British Embassy first secretary assassinated 
in Athens. j 
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July 24 

Turkey: First secretary at Jordanian Embassy assas- 
sinated m Ankara. 

August 8 

Greece: Bomb explodes in kitchen of London Hotel 
in Athens, wounding 13 tourists. 

August 24 

Turkey: Bomb discovered in PLO office in Ankara. 

August 30 

Greece: Palestinian arrested in Athens for plotting 
assassination of Jordanian Ambassador. 

September 3 

Greece: Two grenades thrown at swimming pool at 
Glyfada Hotel in Athens . . .19 British tourists 
wounded. 

September 1 6 

Italy: Grenades thrown at Cafe de Paris in Rome, 
injuring 38 tourists. 

September 18 

Greece: Palestinian magazine publisher murdered in 
Athens. 

September 22 

United Kingdom: British authorities arrest an ANG 
member found in possession of four handgrenades 
and charge him with conspiracy to cause explosions 
and to endanger life . . . grenades provided by Liby- 
an contact . . . target identity unknown. 

September 25 

Italy: Bomb explodes at British Airways office in 
Rome, killing one and injuring 14. 


November 23 

Malta: Three gunmen seize Egyptair Boeing 737 en 
route from Athens to Cairo and force it to land m 
Valletta. Malta . . . when hijackers' demand for refu- 
eling refused, they begin shooting selected passen- 
gers . . . ultimately. 56 passengers and two terrorists 
killed: 23 passengers and one terrorist wounded . . . 
on November 24, Egyptian military commando unit 
storms plane. 

November 24 

Jordan: Husayn al-Bitar murdered in Amman as a 
result of financial dispute over his house, which was 
allegedly owned by Sabri al-Banna. 

December 27 

Austria: Three gunmen attack 0 Al counter at 
Vienna’s Schwechat Airport with grenades and 
AK-47s, killing two and wounding 39 . . . one terror- 
ist also died and two were wounded. 

December 27 

Italy: Four gunmen attack El Al ticket counter at 
Rome's Fiumicino Airport with grenades and 
AK-47s, killing 12 and wounding 72 . . . three terror- 
ists also died, and one was injured. 

1986 

September 5 

Pakistan: Four men armed with automatic weapons, 
handguns, and grenades storm Pan Am Boeing 747 
in Karachi, killing 21 and injuring over 100 others. 

September 6 

Turkey: Two gunmen attack Neve Shalom syna- 
gogue in- Istanbul with grenades and machine- 
guns ... 22 killed and six wounded. 
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Gentlemen, if we could do the closed session, hopefully, really as 
soon as possible, and I’d just ask your cooperation in helping us to 
do that, that would be very good. 

Thank you all. 

[Whereupon, at 12:05 p.m., the committee adjourned, to recon- 
vene at 9:05 a.m., November 21, 1991.] 



HEARING ON NARCOTICS AND FOREIGN 
POLICY IMPLICATIONS OF THE BCCI AFFAIR 


THURSDAY, NOVEMBER 21, 1991 
U.S. Senate, 

Subcommittee on Terrorism, Narcotics, and 

International Operations 
of the Committee on Foreign Relations, 

Washington, DC. 

The subcommittee met, pursuant to notice, at 9:05 a.m., in room 
SH-216, Hart Senate Office Building, Hon. John F. Kerry (chair- 
man of the subcommittee) presiding. 

Present: Senators Kerry, Brown, and Wofford. 

Senator Kerry. The hearing on the Subcommittee on Terrorism, 
Narcotics and International Operations will come to order. Would 
you stand and raise your right hand. Do you swear to tell the 
truth, the whole truth, and nothing but the truth, so help you God. 

Mr. Mazur. I do. 

Senator Kerry. Good morning. This is the 11th hearing the sub- 
committee has held in the BCCI scandal in recent months. The 
first hearing on BCCI this year was held in the Subcommittee on 
Consumer and Regulatory Affairs of the Banking Committee. And 
the Justice Department testified at that hearing. 

Since that testimony, there has been a significant amount of 
public discussion regarding the events and revelations about the 
Bank of Credit and Commerce International. Most notably, the 
bank has been seized or closed in a majority of locations where it 
operated around the world. And also there has been evidence pro- 
duced about the bank’s ties to various intelligence agencies, includ- 
ing the CIA, which used it as a passthrough to various drug smug- 
glers, drug dealers, terrorists, and arms dealers. 

There have also been indictments now and civil money penalty 
fines imposed on the bank. And I think it is fair to say that at this 
point in time, the knowledge of BCCI is growing substantially. And 
the facts are becoming much clearer. 

The New York district attorney’s office indicted key officers of 
the bank in July. The Federal Reserve simultaneously announced a 
$200 million civil suit. And in September, the Federal Reserve 
levied fines against Mr. Ghaith Pharaon and other BCCI front 
men. The Justice Department has recently announced indictments 
of key BCCI officers, in September. And most recently, a civil suit 
that names Ghaith Pharaon. 

So, where one year ago most Americans did not know very much 
about BCCI, now a lot of Americans know that something bad hap- 
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pened, though not everybody can put their finger on exactly what 
that was. 

This committee thinks it is important to remind people that 
while an individual depositor in the United States did not lose 
money yet — and I emphasize yet because they may still — the fact is 
that BCCI engaged, systematically, in criminal activity around the 
world, buying banks illegally while laundering money, while simul- 
taneously cultivating relationships with the best and the brightest 
of political and economic figures in every country in which it oper- 
ated. It is that dual activity of BCCI that is interesting. And the 
combination of its vast web of organized crime with its seeking of 
political influence that combined to create this scandal in so many 
countries. 

People sometimes say so, it was a criminal bank and it bought 
the largest bank in Washington. So what is the impact to all of us? 
Well, I think that that is part of what we are going to examine 
here today; And we are going to hear from an agent on the front 
lines who can describe why that is important, and how this relates 
to everyday life in the streets of America. 

What we cannot turn away from is the fact that you have a 
drug-corrupted criminal enterprise. Organized crime, if you will, 
white-collar organized crime that infiltrated our country in a secret 
process, bought up legitimate businesses, as organized crime does, 
did deals with some of our most distinguished citizens almost as if 
it had a license to do crime. And after 10 years it was caught. But 
the ultimate exposure of BCCI’s secret ties, and its networks — some 
of which we are still learning about — came about not so much be- 
cause of a specific targeting or a specific heeding of some of the in- 
dicators, but came about partly as a coincidence, and partly be- 
cause of one individual, or two individuals rather extraordinary ef- 
forts. 

Today we are going to hear from one of those individuals. A 
person who opened up the BCCI window, if you will, and who start- 
ed this investigation, and who as much as any other individual, I 
think, is responsible for helping to uncover the culture of criminali- 
ty that I refer to. I have never met DEA agent Robert Mazur until 
a brief encounter yesterday, but I have heard a lot about him. I 
have had a chance to read some of the things that he has written 
and said about this case. I am not sure about all of what he will 
say here before us today. 

DEA agent Mazur, and others, risked their lives on a number of 
different occasions in order to uncover corrupt practices, money 
launderers, and to bring drug dealers to justice. I think there is not 
a person sitting in the U.S. Senate or in Congress who has not 
praised the efforts of those who were in Iraq and in the desert in 
Desert Storm. That was a short war, folks. 

This has been a long, difficult, tedious war — the war on drugs. 
And the fact is that agent Bob Mazur is one of a number of individ- 
uals who have been fighting a rather extraordinary war here at 
home. One has only to witness the headlines about Mexican police 
agents shot by, apparently, Mexican troops with purpose and 
intent, in the last days, to understand the dangers that people go 
through. Apparently evidence that two of those individuals were 
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shot in the back, and one had powder burns on his face with a fron- 
tal shot directly through his mouth and head. 

Those are real dangers that our agents face on a daily basis in 
this country. And for two decades agent Bob Mazur has been fight- 
ing this war on drugs, and I think has done so with a commitment 
that has been unequaled and unsurpassed by many. Now while our 
Government rightly gave soldiers abroad every means of support — 
the best technology, the best communications equipment, the best 
general — I regret that I cannot say that we have done the same for 
those men and women who are fighting the war on drugs. 

And I think we should never lose sight of the fact that BCCI at 
its core was nothing more them a drug money launderer, a drug fa- 
cilitator. And for the cartel, for General Noriega, and for too many 
others around the world, it was the way for them to reap their 
profits. 

District attorney Bob Morgenthau of New York says that he puts 
some 35,000 or 25,000 drug abusers in jail every year. But to him, 
BCCI was vastly more important. In the critical battle in the war 
on drugs, Bob Mazur did not have a lot of fancy technology. He had 
a tape recorder. He did not have an army at his disposal. He was 
alone, or with one or two other agents. At times he did not even 
have someone to transcribe the tape conversations that he had 
made. He did not have assistants to go through boxes and boxes of 
documents that needed to be read. 

But he made an important case. A case, however, smaller than 
the case that I think he wanted to make, and that is regrettable. 
After he and others successfully brought down the major drug 
kingpins in BCCI, there was obviously no parade. There was no 
great pat on the back from the United States. There really was not 
public recognition. But the fact is that I think it was as significant 
an accomplishment as we have seen in law enforcement in recent 
times. 

I am delighted that he is able to be here today. I regret that 
there has been a delay in being able to make him available, but 
that is behind us now and we are here to listen to his testimony 
and to understand how this process evolved. And it is my hope, 
truly, that we can constructively learn, and I emphasize construc- 
tively, how we can do better at this. What we need to do to be able 
to guarantee that whatever errors were in fact made, if there were 
some, that they are not going to be repeated. 

We will hear from the Justice Department and welcome their 
testimony. Yesterday I had expected to be able to speak on the 
Barr nomination, but frankly it was moving so rapidly that for 
those who were not on the floor for about 10 minutes, that was not 
possible. What I would have said had I spoken then, was simply 
that we have a new Attorney General, and I believe that new At- 
torney General has already made efforts in the last days to try to 
guarantee that we have a smooth process. And I respect that and I 
appreciate that. 

And it is my judgment that the Justice Department is serious 
about this, that they want to make the case that is available to 
them. This is not, today, an effort to try to create some kind of con- 
tentious finger-pointing session. While automatically, there will be 
some judgments made that at some point in time some of us dis- 
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agreed with some judgments that were made earlier, hopefully that 
too is in the past, and hopefully this case will now be brought to a 
successful fruition in every respect. 

It is in fact known that I was critical of the plea at the time that 
the plea took place. I do not walk away from that. That is the way 
I felt. It was my judgment at the time. But I think that, again, 
what is important is to try to build a foundation from which all of 
us can do better jobs and have a better understanding of how we 
proceed forward. 

I would also like to say that I think Mr. Jackowski and Mr. 
Kehoe, who are the prosecuting attorney and the attorney who ne- 
gotiated the plea and who are Justice Departments representatives, 
worked long and hard and often equally thankless hours in this 
effort under very difficult conditions. And I do not support the idea 
that either of them did not want to do everything possible to go 
after BCCI. I think that is ridiculous. But I do think it is obvious 
that the 6-month trial of BCCI required significant preparation and 
work by them without respite. And a lot of people do not under- 
stand how tough that can be on personal life, family life, and so 
forth. 

But legitimate questions, nevertheless, remain about the overall 
allocation of resources and the overall judgments that were made 
regarding this case. And it is a matter of record that some of us 
have also been critical about that. One of the difficulties in this 
case is that it is hard for us in Congress to make some judgments 
and to have oversight when an investigation is ongoing. And I ac- 
knowledge that. 

But I think both our bodies, our institutions, need to work out a 
process whereby we can do better at the communication process be- 
tween institutions of Government, so that both of oUr interests are 
served. The interest of the public to know that all is being done on 
issues that they want to have things done, and the need of the ex- 
ecutive to be able to guard and preserve certain kinds of informa- 
tion which obviously are important to them. 

That being said, Mr. Mazur, let me welcome you here today. And 
let me make a quick explanation of what we have going on here. 
The reason we have this screen, and the reason the public was re- 
strained from being present until you were seated and sworn in, 
and you have been sworn in, is really to protect you. And the com- 
mittee obviously is not interested in putting you in any position of 
jeopardy. And we respect the balance here between our need to 
know and the clear need to guarantee that you are not placed in 
any kind of jeopardy as a consequence of appearing here today. I 
take it you are satisfied that this screen, and this process adequate- 
ly do provide you with whatever security and protection that you 
do need. Is that a fair statement? 

Mr. Mazur. Yes Senator, I appreciate it. 

Senator Kerry. Thank you. Well, we appreciate your being here, 
and I apologize — we are just going to check on the voice here. It is 
necessary to have a voice modulation here which will somewhat 
alter the voice of the witness, so that that also is protected. We are 
just going to make sure that that is occurring. 

The reason for this is not to hide you from people because we do 
not want them to know who you are, it is really to protect your 
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capacity to perform your responsibilities for the DEA and for the 
country. And we clearly do not want to put you in a position of 
jeopardy with respect to that. 

We are going to take a recess for a minute until we are sure the 
voice box is set up appropriately. We will just stand in recess for a 
few minutes. 

[A brief recess was taken.] 

Senator Kerry. The hearing will come back to order. My apolo- 
gies for the delay but obviously we wanted to be sure that the voice 
modulation is in fact working correctly, and now it is. 

I am joined by my ranking minority member, Senator Hank 
Brown. Senator, do you have any opening statement you wish to 
make? 

Senator Brown. No thank you, Mr. Chairman. 

Senator Kerry. At this point, Mr. Mazur, do you have an open- 
ing statement you wish to make? 

Mr. Mazur. No, sir. 

Senator Kerry. Well, let me begin, Mr. Mazur, by sort of draw- 
ing you through this event and story a little bit, if I can. Let me go 
back and start at the beginning. Give us a little sense of your back- 
ground and who you are and how you come to be here today. 

TESTIMONY OF SPECIAL AGENT ROBERT MAZUR, UNDERCOVER 

AGENT FOR OPERATION C-CHASE, DRUG ENFORCEMENT AD- 
MINISTRATION; ACCOMPANIED BY KATHLEEN P. MAHON 

Mr. Mazur. Yes, sir. I began my career as a special agent with 
the Internal Revenue Service Criminal Investigation Division in 
1972, worked for that agency for a number of years, 11 years, at 
which time I transferred to Customs as a special agent and in this 
past year, June 1991, resigned from Customs and assumed a posi- 
tion as an agent with the Drug Enforcement Administration. 

Senator Kerry. So you have had almost 20 years experience as a 
law enforcement officer? 

Mr. Mazur. Yes, Senator, and at least 12 years of which has 
been focused solely on drug money laundering cases. 

Senator Kerry. Where have you been principally stationed with 
respect to the money laundering and drug cases? 

Mr. Mazur. Initially, in Manhattan and subsequently in Tampa, 
up until the time that I left Customs. 

Senator Kerry. Share with us, if you will, your background in 
money laundering operations themselves, or investigations. 

Mr. Mazur. I have held just about every type of position in a 
case. I’ve been a case agent responsible for coordinating interna- 
tional drug money laundering cases. I functioned as an undercover 
operative in long-term undercover operations like that in the BCCI 
case. 

Senator Kerry. And did you participate in a case called Oper- 
ation Greenback? *■ 

Mr. Mazur. Yes, sir, I was one of the agents assigned to Green- 
back and operated in Tampa primarily. 

Senator Kerry. What year was that? 

Mr. Mazur. During the early 1980’s. 
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Senator Kerry. Now, at some point in time, did you write a 
memorandum to create a proposal, if you will, for something called 
Operation C-Chase? 

Mr. Mazur. Yes, sir, I did. 

Senator Kerry. Would you describe how you came to write that 
and what this was all about? 

Mr. Mazur. Yes, sir. I actually wrote the document in the 
summer of 1986. But prior to writing to it, there was a substantial 
amount of work that went into what I would term the setup of the 
operation. That is, I spent about 2 years, 2Vfe years establishing 
identities and companies that were ultimately used in the under- 
cover operation. 

But when the opportunity through an informant arose that this 
operational plan could be implemented, then that prior work that 
was used to set up the undercover front was incorporated into a 
written plan and implemented with the assistance of the inform- 
ant. 

The informant had come forward in May 1986, but the anticipat- 
ed use of that style of undercover operation had been discussed be- 
tween myself and my superiors for a number of years prior to that. 
The use of an undercover operation that would offer services to the 
Colombian cartels for the laundering of drug proceeds and thereby 
infiltrating the drug and money laundering world and using that 
association, then become capable of having relationships with other 
money laundering organizations and gathering intelligence and evi- 
dence that would lead to future prosecutions after a number of 
years of the undercover operations operation. 

Senator Kerry. This was the outgrowth, then, of a generalized 
view within Customs that it was important to try to get into the 
banking structures and the money laundering mechanisms them- 
selves? 

Mr. Mazur. Yes, certainly within the money laundering struc- 
tures. Whether it would take us to an institution or a business or 
an individual that was servicing the cartels, it was certainly antici- 
pated that we would, once accepted, have the opportunity to meet 
other individuals involved in that type of activity. 

1 would say the majority of the emphasis that led to creating the 
undercover operation should be credited probably to one of the 
prior assistant special agents in charge in Tampa, who is now as- 
signed to Seoul, Korea, for whom I worked. His name is Paul 
O’Brien. 

Senator Kerry. And he was suggesting this kind of approach in 
general terms? Is that what you are saying? 

Mr. Mazur. Yes, sir. 

Senator Kerry. Now, draw for us a little bit, if you will, a pic- 
ture. This is 1984 or 1985 when you first got the sense of thinking 
about this kind of approach. 

Mr. Mazur. Yes, sir, I would say it really began to be discussed 
in depth in 1984. 

Senator Kerry. What was the picture at that point with respect 
to drugs and money laundering down in the Florida area? 

Mr. Mazur. The conditions we had experienced in the 8 years or 
so prior to that clearly showed that there was a massive amount of 
currency being generated from the sales of drugs in the United 
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States that were serviced on behalf of the cartels by professional 
money launderers, who did nothing but handle funds for a number 
of drug organizations. 

There had been some prior undercover operations that had been 
undertaken by various agencies to try to deal with this problem. I 
had participated in one prior long-term undercover operation 
where I assumed the identity of a member of a drug group. That 
led to a number of prosecutions. 

But on the whole I would say there were literally dozens of 
major cases involving this massive flow of funds out of the United 
States from the large sales of cocaine in the United States. 

Senator Kerry. When you say massive, what do you mean? 

Mr. Mazur. I guess I can best give you an example from the un- 
dercover operation we’re speaking about here, C-Chase. One of the 
clients who ultimately came to use our services had gross receipts 
within the United States during 1988 of roughly $200 million per 
month in currency that needed to be removed from the United 
States on his behalf and placed in investments throughout the 
world. 

Senator Kerry. And this money was being removed in what 
form? Actually shipped out in bulk as well as transferred through 
accounts or what? 

Mr. Mazur. Literally every conceivable method had been discov- 
ered as being used, from the simplest forms of depositing currency 
in banks, which either occurred in large sums due to relationships 
with individuals in the banks, or whether it be by what is common- 
ly termed in the law enforcement community as smurfs, dozens of 
people who would be given several hundred dollars a day to go 
around the banks and deposits amounts under $10,000 so that 
funds could get into the banking system. 

And also the use of private aircraft, where tens of millions of dol- 
lars would be flown out of the country on one occasion to haven 
countries where the deposits could be hidden due to bank secrecy 
laws. And even the concealment of currency in commercial goods, 
such as cutting out the insides of air-conditioning units and Ailing 
them with cash and shipping them to different areas of the world, 
the Colon Free Zone in Panama, and other areas. 

Senator Kerry. Is this kind of transaction still going on? 

Mr. Mazur. Unfortunately, yes. 

Senator Kerry. In signiffcant form? 

Mr. Mazur. Yes, sir. 

Senator Kerry. You say $200 million a month for one customer. 
You are absolutely confident of that sum of money? 

Mr. Mazur. Yes, sir. I personally met with underlings of that in- 
dividual on a number of occasions in the United States, in Costa 
Rica, and in France, where we had lengthy discussions, all of which 
were recorded, concerning the gross receipts that were being han- 
dled by their boss. 

Senator Kerry. And he was one of how many you were dealing 
with? 

Mr. Mazur. There were at least six or seven clients and probably 
more. To be completely accurate, I would need to go back to the 
case files. But in general, I would say somewhere in that area. 
There were six or seven very large clients. 
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Senator Kerry. So you submitted a memorandum in response to 
what was going on around you and to this need or desire that had 
been expressed to get inside. And that memorandum suggested 
something called Operation C-Chase. Is that accurate? 

Mr. Mazur. Yes, sir. 

Senator Kerry. Could you describe what you set forth in that. 
What did C-Chase stand for, first of all? 

Mr. Mazur. In the Federal Government, at the time when these 
types of operations are created, it is common that a handle or a 
name of some sort is attached to it that it’s commonly termed to. I 
had quite a bit of difficulty coming up with a catchy name that this 
could be called. 

One of my colleagues took note of the fact that one of our under- 
cover apartments was located at an apartment complex called Cali- 
ber Chase and happened to look down at a receipt and taking off 
everything after C in the first name and adopting the second, said, 
why don’t we use C-Chase? 

Senator Kerry. And that was the beginning? 

Mr. Mazur. Yes, sir. 

Senator Kerry. Now you began to run all the aspects of that un- 
dercover operation, correct? 

Mr. Mazur. In concert with several other agents and with Mark 
Jackowski, who was the assistant U.S. attorney assigned to the op- 
eration right at its inception. In particular, there were four or five 
individuals who I think contributed equally in the case. Mr. Jack- 
owski certainly was a major contributor. 

Two of my undercover partners, one who assumed the identity of 
Emilio Dominguez, and another who assumed the identity of Kath- 
leen Ericson, and an IRS agent who was an affiant in most of the 
search warrants, were probably the individuals who were most in- 
volved in the developments of the case, although there were other 
agents as well. 

I can’t stress enough that it was a true team effort. 

Senator Kerry. I appreciate that and I am sure it was. According 
to a memo you wrote in June 1989, at that point in time I believe, 
you were running all aspects of the undercover operation. 

Mr. Mazur. With respect to the undercover operation, yes. The 
covert team 

Senator Kerry. As of April 1987, correct? 

Mr. Mazur. Yes, sir. 

Senator Kerry. OK. And what was your particular undercover 
operation in C-Chase, you particularly? What was your occupation? 

Mr. Mazur. My role was that of a businessman who coordinated 
a number of investment companies and mortgage businesses which 
were used in the eyes of the defendants as a cover for the launder- 
ing of drug proceeds. 

Senator Kerry. And you enhanced your capacity to play that 
role, I take it, through the use of confiscated assets? 

Mr. Mazur. In part, yes, sir. 

Senator Kerry. Airplanes, cars, and other sorts of things? 

Mr. Mazur. Yes. There was a seized Cessna Citation II jet that 
was at times used in the undercover operation in conjunction with 
an air charter service that the defendants were led to believe I was 
an officer of. 
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I probably should also mention that there were a number of citi- 
zens who, because of their concerns of this problem, the massive 
drug problem that we face and the world faces, decided to allow me 
to assume a position within their businesses in an unwitting way 
amongst their employees. And I think those citizens involvement 
was a major contributor to the success of the case. 

Senator Kerry. Now tell us how you set out to make this thing 
work. What happened? Give us a little unfolding, if you will, of the 
events that led you down the path here. 

Mr. Mazur. After the undercover front was established and 
ready to withstand scrutiny, the informant, who had been brought 
into the operation by another officer who worked with the inform- 
ant in other cases, the informant made contact with his Colombian 
associates who were already involved in laundering of drug pro- 
ceeds for the Medellin cartel. He informed them very slowly of our 
assistance to him in laundering funds here in the United States. 

As we began to launder funds for that individual, we later were 
provided introductions to people in Medellin who were involved in 
the drug laundering trade, and through discussions with them, 
were able to learn more about the source of the funds. And other 
undercover agents in the United States participated as workers in 
the eyes of the defendants for this U.S.-based drug money launder- 
ing organization. 

That is, the agents in various cities actually met with drug deal- 
ers in the streets of seven different cities and received from them 
literally boxes of currency at given times, which were turned over 
to the undercover operation for the services that were expected to 
be provided the laundering of the drug proceeds. 

In the course of servicing the cartel in this money laundering op- 
eration, it became necessary to have accounts at various locations 
throughout the world. And in Tampa at the time, the only bank I 
was familiar with that had branches internationally was the Bank 
of Credit and Commerce International, which had a branch in 
Tampa. 

In an effort to ultimately obtain a Panamanian account in Feb- 
ruary 1987, I went to the Tampa branch of BCCI and explaining 
my undercover front, simply that I was a businessman based in the 
Tampa area with a large number of Colombian clients for whom I 
transferred funds, I initially opened simply an account in Tampa 
and had some discussion with the officer about the possibility of 
needing foreign accounts in the future. 

At that very first meeting in February 1987, I was the recipient 
of what appeared to me to be a rather well-polished pitch by the 
officer that he could assist and the bank could assist in the secret 
transfers of funds. That discussion in February 1987 was followed 
up in April 1987, where that same officer and I and another under- 
cover agent and a money launderer from Colombia met in Tampa 
and had further discussions about the possible banking through 
BCCI. 

Senator Kerry. Were you talking to any other banks at the 
time? 

Mr. Mazur. Yes, sir. 

Senator Kerry. This was a pretty rampant kind of undertaking 
in that area, I gather. 
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Mr. Mazur. I’m not sure I understand your question. 

Senator Kerry. Well, were there not a lot of banks that were 
sort of known to be on that side of accepting cash and moving it 
around? 

Mr. Mazur. Yes, there were a number of banks whose history in- 
dicates that they are involved in what appears to be money laun- 
dering. When I went to BCCI, it wasn’t because I had been armed 
with any particular information that BCCI was expected to be in- 
volved in that type of activity. It was initially, in February 1987, 
more of a convenience because of the location of the branch in 
Tampa and that being the home base of our undercover operation, 
that brought me to BCCI. 

In June 1987, when it became necessary to open an account in 
Panama, I went back to the Tampa branch and found that that of- 
ficer I had first spoken with had left the bank and another officer 
was now working with me. That officer did establish an account in 
Panama for me by simply having me fill out paperwork in Tampa 
in front of him, which he later sent by DHL to Panama. 

Shortly thereafter, I had a functioning account in Panama and 
began to use the account in Panama. 

Senator Kerry. Were you surprised by that? 

Mr. Mazur. Yes, I was. 

Senator Kerry. I take it at that time your focus was more on the 
cartel and on the individuals than on the institutional entity. 

Mr. Mazur. I think that would be fair to say. In the beginning it 
was obvious it would be necessary to facilitate this relationship 
with the cartel members before it would be possible to take that 
association wherever it might take us to find other institutions or 
individuals that might be involved in money laundering. 

Senator Kerry. From your experience in the area, if you had 
walked into the door of another bank, is it your suspicion you 
would have had just easy a time setting up an account and getting 
money down to one country or another? 

Mr. Mazur. On the whole I would say it would not be as easy. 
But I am afraid to say that there are a number of other banks that 
I think that same experience might have occurred in. I was very 
surprised at the intense interest that BCCI had in demonstrating 
to me the unique, what they felt, unique characteristics of their 
banking were and how it is that they could assist in the laundering 
of drug money. 

Senator Kerry. Did you request at that time, once you had se- 
lected the bank and you had an open account there, did you do any 
runs to other agencies or anything to learn anything they might 
have on the bank? 

Mr. Mazur. Yes. After I first went to BCCI, as a matter of fact, 
on the afternoon of the meeting, with the Tampa officer in Febru- 
ary 1987, I came back to the office and I met with an IRS agent. 
That IRS agent was the same agent who was in the search warrant 
and he and I discussed the experience that I had when I went 
there. 

I explained that I found it rather peculiar that the bank was, 
had such a polished approach, marketing approach, to haven coun- 
tries, their locations, everything fit with an institution that might 
have an ulterior motive for its locations. And we discussed the pos- 
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sibility that maybe the bank, certainly the individual, from what 
the individual had said, we suspected the individual to be involved 
in what we would term a client conspiracy, at a minimum. Wheth- 
er it went into the bank or not was sheer suspicion at that stage. 
But it certainly was something that we thought could possibly 
evolve. 

I asked him if he could check out, what, if anything, he could 
learn about BCCI, and it turned out that there was a prosecutor in 
Tampa in the organized crime unit that had a case involving a 
heroin trafficker and that, that case had promoted some informa- 
tion about the possible involvement of BCCI in the laundering of 
drug proceeds. 

I was never told anything beyond that. But I was told of that 
case. 

Senator Kerry. You never learned, then, from any other depart- 
ments like the CIA or Treasury or anything like that, formally 
about other knowledge of the bank previously? 

Mr. Mazur. I did not receive any information from my superiors 
about information the CIA might have, or any other agency might 
have, beyond the information I received from the IRS agent at the 
outset. 

There did come a time much after the conclusion of the coverup 
operation when information from the CIA was brought to my at- 
tention, but never during the undercover operation. 

Senator Kerry. Was that after the indictments had been filed? 

Mr. Mazur. Yes, sir. 

Senator Kerry. That was after the indictments? 

Mr. Mazur. Yes, I believe it was sometime in 1989. 

Senator Kerry. Now to move the process along here. You then 
undertook, from what, 1986 through 1989? 

Mr. Mazur. Acting in an undercover capacity, sir? 

Senator Kerry. Well, your request for this effort took place in 
1986. 

Mr. Mazur. Yes, sir. 

Senator Kerry. The approval was when? 

Mr. Mazur. Shortly after that. 

Senator Kerry. You began it in 1986? 

Mr. Mazur. Yes, sir. 

Senator Kerry. So 1986, 1987, 1988, you were working undercov- 
er? 

Mr. Mazur. Yes, sir. 

Senator Kerry. And you were ingratiating yourself, doing the 
things normally that undercover agents do to be able to make a 
case. 

Mr. Mazur. Yes, I was having extensive contact with members of 
the bank and people involved in the Medellin cartel, recording 
their conversations. 

Senator Kerry. And I take it at that point, you were the one 
who was fundamentally directing that undercover effort, is that 
correct? 

Mr. Mazur. I would say on a day-to-day basis as a team leader of 
the undercover group. 

Senator Kerry. How many people were in the group? 



674 


Mr. Mazur. The primary members are those I mentioned before. 
There were two other long-term undercover agents assigned to 
Tampa. There was another undercover agent in Tampa, who on a 
part-time basis participated. 

Those were the primary undercover agents out of Tampa, al- 
though I also spoke regularly by phone to the undercover agents 
operating in New York, Los Angeles, Miami, and Chicago. 

In the big picture, there certainly were regular meetings between 
the undercover operatives and the investigative team and the pros- 
ecution team, that provided us with general guidance that those, 
day-to-day decisions that I prompted were made from. 

Senator Kerry. Just to add a little, sort of, color to the kinds of 
things that you would confront in this. Would you describe to the 
committee an incident that occurred in 1986 in August, in a small 
apartment near Miami airport? 

Mr. Mazur. In Miami? 

Senator Kerry. I think it was. Am I correct? You were secretly 
taping undercover conversations and did there come a moment 
when a Customs undercover and a Mr. Mora, surprised you in an 
apartment? 

Mr. Mazur. That was in Tampa, yes, sir. At that point in time, 
the need for my long-term role as somewhat the boss in the eyes of 
the defendant, that undercover role, wasn’t necessary in the begin- 
ning stages. 

For the first 6 months or so, other agents functioned in picking 
up currency from traffickers in the United States, but the occasion 
to meet the people behind the money laundering operation didn’t 
come, so during that timeframe I assisted in directing the case 
behind the scenes. 

On that occasion I received a phone call, it was a weekend, I 
think a Sunday, from my undercover, what became my undercover 
partner, that informed me that there was a meeting that was going 
to occur and that he needed some assistance to turn the recording 
equipment on, which at that time I was more familiar with than 
him. 

I went to the apartment. The equipment was in the closet, the 
meeting was scheduled to last 45 minutes, so it was agreed that I 
would be inside a locked closet to turn the equipment on and off. 
And after the meeting was over, I would wait for his return and 
provide him with the tapes after authenticating them. 

After the meeting was over, he did leave. I waited at the apart- 
ment for about 1 hour. He then returned unexpectedly with one of 
the defendants. I had to jump back into the closet and wait for the 
meeting to conclude. It was now getting close to midnight and un- 
fortunately the meeting went on for quite a long time, and the de- 
fendant, unbeknownst to me while speaking in Spanish had insist- 
ed that he spend the night at the apartment. 

I was therefore stranded in the apartment until he fell asleep, at 
which time I tried to leave the apartment. I went into the room the 
informant was located in, he was asleep and when he woke, wasn’t 
quite sure who it was that was in his room. It took some time to 
quiet him down and thereafter I left through the apartment 
window and called my partner to discuss the little difficulty in co- 
ordinating that evening. 
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But yes, that did occur. 

Senator Kerry. I am sure that that happened. It is an interest- 
ing vignette of the kinds of things that you go through. Not many 
people picture folks out there spending an inadvertent 5 or 6 hours 
in a closet, and then confronting their own agents in an effort to 
explain who they are and so forth, but it is interesting. 

Returning to the sequence of events, who was Roberto Alcaino? 
Is that the correct pronunciation? 

Mr. Mazur. Roberto Alcaino was a distributor of cocaine and a 
money launderer who operated at a very intense level in the 
United States for over 10 years. He worked directly with Fabio and 
Fabito Ochoa out of Medellin, and Rodriguez Gacha. 

Senator Kerry. Was he one of the main cash collectors in the 
United States? 

Mr. Mazur. He was, I wouldn’t say a main cash collector, but 
certainly a significant amount of funds were returned to Colombia 
through him as a result of the sales of cocaine that he supervised 
in the United States. There were times when he was responsible 
for roughly, the distribution of roughly 2,000 kilos of cocaine per 
month in the United States. He lived in Pasadena, but operated 
worldwide. 

I was introduced to him in April 1987 and began servicing him 
and his associates through money laundering services and eventu- 
ally he came to trust me, and speak at length about the drug smug- 
gling operation that he was a part of, so much so that I came to 
learn the location of the lab in Bolivia that the cocaine was pro- 
duced in, how it was transported to Buenos Aires, how it was 
packed in commercial shipments of anchovies and, based on mere 
conversation, was able to notify our office in New York 24 hours 
after I was provided by Alcaino with details of one of these ship- 
ments. 

Within 24 hours, based on the details he shared with me, they 
were able to find roughly 2,400 pounds of cocaine that they seized 
in September 1988. 

Senator Kerry. Was that seizure part of something called Oper- 
ation Pisces? 

Mr. Mazur. No, sir, that was directly a part of Operation C- 
Chase and 

Senator Kerry. Was Alcaino a target of Pisces? 

Mr. Mazur. I wasn’t aware that he was a target of Pisces, but I 
was aware that he had been previously the target of what’s termed 
an organized crime drug enforcement task force case that was, un- 
fortunately, unsuccessful in prior years. 

Senator Kerry. Well, did Operation Pisces — which is a separate 
undercover operation, correct? 

Mr. Mazur. Yes, sir. 

Senator Kerry. And that was a separate undercover operation of 
what agency? 

Mr. Mazur. Drug Enforcement Administration. 

Senator Kerry. Was there some way in which Operation Pisces 
collided with Operation C-Chase? 

Mr. Mazur. Not so much collided, but their events certainly had 
impact on us, in that, in May 1987, Operation Pisces, which had 
been operating for a number of years, concluded. The publicity 
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from the conclusion of Operation Pisces caused the people who I 
was associated with to have fears that I might be a Federal agent, 
for a short period of time. 

That was about the first time after the initial introductions when 
their suspicions were heightened. 

That problem was compounded the following month, in June, 
when the FBI’s Operation Cash Whip concluded, a similar drug 
money laundering operation which happened to cause the arrests 
of a close friend of the main Colombian contact that I was working 
with. Within a month or so after the conclusion of those oper- 
ations — 

Senator Kerry. Was that Gonzales Mora? 

Mr. Mazur. Yes, sir. 

Senator Kerry. So Gonzales Mora, whom you were sort of fo- 
cused on in dealing with, was a target of Pisces? 

Mr. Mazur. His main associate, a gentleman by the name of Ras- 
trepo, was a target of Cash Whip, which happened 1 month later. 
But all of those in Medellin who were heavily involved in the drug 
trade were generally touched or certainly quite concerned about 
the law enforcement efforts that were exposed in May and June 
1987 and the possible similarities of what we were doing. 

It took approximately 60 days or so to allay their fears and to get 
back to the point where we were. 

Senator Kerry. Is there a legitimate question or issue about co- 
ordination in terms of what happens if one agency has a big oper- 
ation going and some of the people overlap into another operation 
and you have got agents from another agency out there on the line, 
and then one operation goes down, and boom, there is a lot of pub- 
licity, and people get nervous and all of a sudden every — is that a 
problem that people ought to be thinking about in the coordination 
of this kind of effort? 

Mr. Mazur. Yes, I believe so. There certainly has to come a time 
when operations like this, or Pisces, or Cash Whip must conclude, 
but I think with a lot of discussion between the agencies before- 
hand. Some of the potential problems can be minimized. I know 
yesterday you mentioned that there might come a time when you 
would ask me what, if anything, I might think from my perspective 
could add to the coordination and whenever we get to that I have 
one suggestion. 

Senator Kerry. You can go ahead. Why do you not do it now? I 
mean we can. I will have some more questions. I am going to turn 
to Senator Brown after this for a series and then I am going to 
come back. But why do you not use this moment, just to share that 
with us. 

Mr. Mazur. Yes sir. I think that the decision that was made in 
1973 when the Drug Enforcement Administration was formed, was 
a sound one and that it is very necessary to have, as necessary as it 
is for this committee to have a chairman. It is equally as necessary 
in the law enforcement community for there to be a chairman. Not 
a person who has any more importance than another, but one who 
has a tremendous responsibility to see, that information doesn’t 
fall between the cracks, that there is a coordination. 

I have worked with the DEA for many, many years and I am not 
persuaded by the fact that I have just become a DEA agent in the 
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last couple of months, but I have come to see in 20 years, that 
there are a lot of things that have happened in cases and there are 
things that happened in C-Chase which, unfortunately, fall into the 
category of what people describe as the agency wars, which the 
people who suffer from, the public, the people we serve, are the 
ones, are the greatest losers. 

Any time individuals are motivated by something other than to 
serve the people in these cases, if they are worried about an agency 
priority or a career priority, it’s going to interfere in the interests 
of 

Senator Kerry. What you are really talking about is turf? 

Mr. Mazur. I am talking about turf battles, they do happen. 

Senator Kerry. Turf battles happen. 

Mr. Mazur. They do happen a lot. Most recently I think that has 
been recognized by a number of agencies, but I think when it 
comes to drug law enforcement, it’s very important for all the 
agencies that have important roles to be able to look to a chair- 
man, and I wish someone would give some consideration to a vote 
of confidence to the Drug Enforcement Administration for that. 

Senator Kerry. Let me just say to you, Mr. Mazur, I think your 
recommendation and your perception on that are acute and well 
taken and I could not agree with you more. 

I was deeply opposed to the creation of a separate drug czar. I 
wanted a drug czar, but I wanted the drug czar to be the chief law 
enforcement officer of the United States of America, the Attorney 
General, and the notion that you are somehow going to bring some- 
body in, with all due respect to Governor Martinez of Florida, the 
notion that you are going to bring somebody in and you are going 
to deal with the turf battles between FBI, DEA, IRS, I mean there 
were 30 agencies, I believe, that have some contact with the drug 
process of this country, including the military now, and I think you 
have to have somebody who is first among equals, if you will. And 
in the protocol and hierarchy of the Cabinet, the Attorney General 
is one of the highest ranking Cabinet members, certainly above 
Human Services, above Education, though I am not saying they are 
above it in terms of the importance of issues, but in terms of capac- 
ity. 

Moreover, it is fundamentally a law enforcement undertaking, 
and to have a nonlaw enforcement person somehow supposedly co- 
ordinating the most single, important law enforcement effort of 
this Nation is ridiculous, ridiculous, and either you ought to have 
the Vice President of the United States or the Attorney General, 
and that is what I argued. I was very much against it and I was 
one of the authors of the 1988 and 1986 bills and worked on the 
task force that did it, I opposed it then and I oppose it now. And I 
am paused to try to revamp that. I think we need, desperately, to 
have coordination among the agencies to avoid many more times 
these kind of problems. 

The Attorney General of this country ought to do that job and 
then I think we would have a whole different effort, frankly. We 
will get into resources that are allocated or not allocated to it later, 
but let me turn to my colleague now. 
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Senator Brown. Thank you, Mr. Chairman. I would like to go 
back and re-cover a little bit of the background we just went 
through. 

First of all, in selection of the bank or banks that you contacted 
to set up accounts and to explore whether or not they were in 
money laundering, you mention that you did not select BCCI be- 
cause of a plan or because of some background information, it was 
simply one of the banks in the area. Did you. go to other banks? 

Mr. Mazur. Yes, sir. I made contact with a couple of other 
banks. 

Senator Brown. And the process you used was simply to open an 
account and talk with them about the services they offered. 

Mr. Mazur. Initially, and then through conversation about the 
nature of the transactions it became apparent, especially to those 
in BCCI, that the nature of the transactions related to drug activi- 
ty. 

My best example of that would be that when the account in 
Panama was opened in BCCI, the only reason that the bank then 
came back to try to have a broader relationship with me is that an 
operations officer in Panama who was one of the defendants in the 
Tampa case in reviewing the account activity recognized the 
nature of the transactions and called me, unsolicited, to inform me 
that he would be in the United States and that he felt that the 
bank, being a full-service bank, had the type of abilities to keep my 
transactions conducted in a very confidential way that would en- 
hance the business I was involved in, and when I met with him in 

Miami it was obvious that he had determined the nature of the 
transactions just from looking at the activity in the checking ac- 
count, which is something a person experienced in banking, and 
certainly in Panama, would be able to do, just from the nature of 
the checking account. 

Senator Brown. And the nature of the account was what? 

Mr. Mazur. There were large wire transfers that were sent from 
the United States to Panama into a checking account. The checks 
drawn on the accounts fell into a category that are generally seen 
in drug transactions, or the operation of a black money market in 
South and Central America. 

The checks were drawn in the names of very common Spanish 
names, the equivalents of John Smith and John Doe here in the 
United States. The checks were — although signed in my undercov- 
er name, were typed, sometimes in two different types of typing, 
with the amounts of money in writing and in numbers would be in 
one style and yet the payee would be in another, and there was 
scotch tape put over the numbers that were written in, the number 
of the value of the check, on a regular basis by the money laun- 
derer who distributed them in Columbia, because in effect those 
checks are handled like currency. 

If it is a $25,000 check, they are passed through the hands of 
people in Central America and South America almost like curren- 
cy, because the name is not put into the check until the person 
who ultimately intends to use it goes to endorse the check. There- 
fore, you have different types in the check, you have tape over it 
because people don’t feel as though they can trust one another, 
that the numbers may be changed on the check, and the people 
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who would come to the bank to deposit or obtain bank checks in 
exchange for those checks are people who are commonly seen in 
handling accounts like this and to have a reputation for being in- 
volved in drug money laundering of some sort. 

Senator Brown. So the setup involved deposits being made in a 
U.S. bank, wire transfers to Panama, and checks drawn on 
Panama that were cashed in Columbia. 

Mr. Mazur. Initially it was, until BCCI offered a more sophisti- 
cated plan for the handling of the money. 

Senator Brown. Deposits in the United States, were they in cash 
exceeding the amount that was supposed to be reported? 

Mr. Mazur. Yes, and they were deposited to accounts at banks 
that had a knowing relationship with the Government because of 
the fear that the reports, or the lack of coordination with that 
bank, could result in compromising the operation. 

They were fully aware that the accounts, although in names of 
companies, were controlled by the Federal Government, and these 
are banks that have had longstanding relationship with agencies in 
the United States and have assisted in these types of investiga- 
tions. 

Senator Brown. Wouldn’t using those accounts tip them off? 

Mr. Mazur. If only one bank were used on a repeated basis, I’m 
sure, but that is constantly changed around. It could be any bank. 

Senator Brown. So the setup did not involve big cash deposits in 
the Tampa branch of BCCI. 

Mr. Mazur. No, sir, it did not. There were offers by BCCI to 
accept cash, but it was their opinion at the time, because of the at- 
tention that BCCI was receiving primarily by this committee and 
because of Pisces and other operations, that in their assessment it 
was too dangerous to receive large cash deposits from us into their 
local branches, although I do know that they did that for other ac- 
count holders. It was their recommendation that they receive that 
currency, money they knew to be drug proceeds, at either their 
Panama branch or their Luxembourg branch and several locations 
in the Middle East. 

Senator Brown. This was a recommendation BCCI came back to 
you with. 

Mr. Mazur. Yes, sir. 

Senator Brown. A proposal for the best way to launder money, 
in effect. 

Mr. Mazur. In part. If it was necessary to dispose of currency 
and we couldn’t do it on our own, they would accept that cash in 
that form. The real sophistication that they suggested initially was 
advised to be by the banker in Panama, Mr. Sayed Aftab Hussain. 

He explained that the wire transferring of funds directly from 
our company in the United States to the account in Panama that 
serviced the drug dealers was a very direct route, which if traced 
in the reverse would bring law enforcement authorities to us, and 
that type of activity by individuals in the past had resulted in the 
bank being given requests for records in the Pisces case. 

He explained to me that some of the account holders who had 
problems from the Pisces case were involved with BCCI, that their 
problem arose from their use of the checking account in the fash- 
ion I had used it, and their alternative suggestion was that the 
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wire transfers be sent to a different part of the world, preferably 
Luxembourg, but in any number of locations they offered where 
they be placed in a certificate of deposit. 

To then provide the money in Panama, they would create a loan 
in Panama which would have no apparent connection on paper to 
the deposit in the foreign branches where the moneys were actual- 
ly placed, and therefore the loan proceeds would be used to put 
into the checking account and then disbursed out to the drug traf- 
fickers. 

If anyone tried to trace the checks backward, they assured me 
that they would demonstrate that the moneys had come from a 
loan at the bank, and that they would never disclose the true exist- 
ence of the certificate of deposit that was truly the collateral for 
that loan. They would give the impression that the loan — and I’m 
speaking in general now. 

They would give the impression that the loan was based simply 
on the creditworthiness of the corporation that was given the loan, 
or they suggested that I provide them with property, real estate in 
the United States, regardless of how heavily mortgaged. 

They would create an apparent additional mortgage on a several 
million dollar piece of property and put that in the file as the al- 
leged collateral for the loan in Panama, and so again there would 
be a business purpose for the moneys that were disbursed and a 
deniability that could be offered to law enforcement if anyone tried 
to retrace the money back in. 

It was also their recommendation that if I couldn’t handle the 
cash myself, that they would accept cash in their foreign branches 
to facilitate this type of activity. The reason that it became difficult 
to deal with them in cash is that part of my cover was that of 
being a person who managed a large number of businesses, some of 
which — many of which were cash-generating, and this was the 
reason why we, as a money laundering group, were able to provide 
unique services to the Colombians, so it had to be slowly ap- 
proached with BCCI to discuss these issues of cash deposit, because 
it would be somewhat illogical, based upon the cover that they 
were first aware of. 

Senator Brown. The service they provided, in effect, was as 
world-class consultants to organized crime. 

Mr. Mazur. I think it could be categorized by some as that. They 
definitely had a plan by which they felt these transactions could be 
secretly conducted, and which took into account the countermeas- 
ures that law enforcement normally used to try to unearth the 
source of the funds. They definitely were the architects of the plan. 

Senator Brown. They looked at your pattern of banking and 
sought you out to provide advice to you. It seems like a strange 
conversation. They don’t call you up and ask you if you’re a money 
launderer. How did that go? 

Mr. Mazur. The call that came in, I received in the Tampa area 
in November 1987, came in from Panama. The gentleman who 
called, Sayed Aftab Hussain, initially explained that there was an 
error on one of the checks. One of the checks had been issued for 
an amount of money represented in two different amounts — actual- 
ly, one in writing and one in numbers — and they didn’t jibe, and he 
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called me to advise him of which amount he should pay at the 
bank. 

Of course, that portion of the money laundering service was pro- 
vided by a Columbian money launderer who thought we were in 
fact money launderers, and I couldn’t tell him which amount 
should be guaranteed because that bit of information was in the 
mind of the trafficker or money launderer in Columbia. 

After we resolved it through a number of phone calls back and 
forth to Columbia, he used that as an opportunity to say that he 
was going to be in the United States and that he recognized these 
types of errors could be problematic, and that he had some sugges- 
tions for us that would help us to avoid these and other types of 
problems in the future. 

The face-to-face meeting with this officer occurred in December 
1987 in Miami and was recorded. The transcript is a part of the 
evidence in Tampa, and he cautiously got into the topic of their 
money laundering services, but within two meetings to three meet- 
ings at most, the nature of the transactions were blatantly dis- 
cussed. The fact that the moneys were derived from the sales of 
drugs in the United States on behalf of very powerful drug lords in 
Columbia was something that ultimately became rather commonly 
discussed amongst the officers with whom I had contact in BCCI. 

I think what occurred here with regard to our account was just 
one example that was precipitated by a policy in the bank on mar- 
keting. The bank on a regular basis encouraged its employees to 
review the transactions of customers to try to determine how it is 
that they could suggest additional banking with the customer. 

A person such as myself, who is obviously servicing what they 
would call high net worth clients, Columbian drug lords, would 
have the potential of suggesting to his clients that they bank with 
BCCI, and so it would be very advantageous to them under their 
marketing plan to convince me of security of banking with them, 
and thereafter hope to encourage me to have my clients come for- 
ward and bank with them. That in fact did later happen. 

Senator Brown. What kind of revenue, special revenue, did they 
request? What was their cut? 

Mr. Mazur. They had variations, depending upon the relation- 
ship with the client. I tried not to appear too eager and bargained 
with them. Their proposal was between 2- and 2.5-percent differen- 
tial, as it was called, between the interest earned on the certificate 
of deposit and the interest paid on the loan that would be servicing 
the moneys that went into the checking account. There were also 
other fees that at times would be charged. 

In all, I think we handled roughly $14 million through BCCI on 
behalf of clients. Their earnings from that amounted to $250,000 in 
various banking fees, but that was not really their main purpose. 

As they described it to me, although they enjoyed that profit, 
their main goal was to encourage me, as they did their other cli- 
ents, to make large deposits with them every 6 months at the point 
at which the balance sheets of the bank were to be calculated, 
thereby causing their balance sheets to look very strong. 

Even if it was only for a short period of only 24 hours, if the 
funds could be placed on deposit with them it would enhance their 
marketability in the international banking community and would 
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facilitate their doing other things. It was important to them, and 
many officers on several occasions encouraged me to not only place 
funds that I controlled, but the funds my clients controlled for very 
short periods of time during balance sheet time with BCCI. 

Senator Brown. It sounds like an effort to generate enormous 
growth very quickly and make themselves very marketable. 

Mr. Mazur. It sounds like it could be that, and they were cer- 
tainly growing very fast, and told me that they had purposely done 
so over the last number of years, and were now going to try to 
focus their attention not on establishing more branches but perfect- 
ing the branches that they had at the time. They had over 400 
branches, and they were in at least 70 or more countries. They 
were at the point of trying to then make those branches viable 
branches. 

Senator Brown. The people at BCCI you talked to, did they put 
you in connection with drug dealers, with others? 

Mr. Mazur. We began to get into the conversation of that in the 
summer of 1988, but did not get to the point of being introduced to 
people in the drug money laundering business. I was provided with 
the name of a person in Bogota with whom they dealt on a regular 
basis and suggested that I have some association with. They also 
indicated in the summer of 1988 that they were prepared to consid- 
er having me collect cash on behalf of a BCCI client, get it into ac- 
counts, and then to pass it to them as somewhat of a service. 

Those things were somewhat derailed for two reasons. One, the 
main people with whom I was dealing at BCCI, Mr. Amjad A wan 
and Mr. Akbar Bilgrami, had their own plans of leaving the bank 
by November 1988, and aligned themselves with the financial insti- 
tution based in London. They were going to be running a private 
bank in Miami on behalf of that institution. And so all of the 
people who were working toward a longer term relationship with 
BCCI, at least from them, was refocused over to this new company 
called Capcom Financial Services Limited in London. 

The other officers with whom I dealt, primarily Mr. Nazir 
Chinoy, the general manager in Paris, did have other discussions 
about expanding relationship with BCCI. But then, the case was 
ended in October 1988, and that became a moot point. 

Senator Brown. The other cartel, or the other money laundering 
you were involved with, that connection came up through other ac- 
tivities that had nothing to do with BCCI? 

Mr. Mazur. It came up initially to me through another connec- 
tion, but as I came to learn later, they already had an established 
relationship with BCCI and were laundering money with the assist- 
ance of an officer in Panama. 

Senator Brown. One other question. When you went to the vari- 
ous banks to open up accounts and you described the nature of 
your activities and so on, were the people at BCCI dramatically dif- 
ferent from the way people responded in the other banks? 

Mr. Mazur. There was a small number of international banks 
that I had contact with, and the experience I had with BCCI, I 
have never experienced or heard anyone describe as a normal expe- 
rience. It was very unusual. I was introduced through my initial — 
well, not my initial contact, but the Panama officer, two officers in 
Miami, who later introduced me to three officers in France and one 
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in London, and then also to one in Los Angeles, and one in the Ba- 
hamas, all of whom I had explicit conversation with about the 
source of the money being drug proceeds, and all of whom wel- 
comed me with open arms. 

Senator Brown. Were these the presidents of the bank or a sec- 
ondary level? How widespread do you think knowledge of drug 
trafficking was and what level of bank personnel do you think 
were in on this? 

Mr. Mazur. It appeared to me that the knowledge of the source 
of the funds and the method of seeking out drug proceeds as a 
source of deposits for the bank was something that was promoted 
at every level of senior management within the bank. The people 
with whom I dealt, the highest ranking officer I personally spoke 
with about these matters was Mr. Nazir Chinoy. He was in charge 
of all of the branches of BCCI in Europe and North Africa, and was 
one of the general managers. 

I'm not absolutely sure, but I think there were approximately 
seven general managers for BCCI who were part of a committee. 
He was certainly a person who had very regular direct contact 
with the president of the bank, the vice president, and the entire 
committee, as he led me to believe he had shared the nature of my 
transactions with the then president of BCCI, Mr. Naqvi. 

Senator Brown. Did you not find it extraordinary that there 
would be so many people involved in the banking circle that would 
be aware of it? I mean, this apparently was not just a couple of 
guys at the top of the bank, but it was a large number of bank offi- 
cers? 

Mr. Mazur. Yes, sir. It was. And I’m afraid to say that I’ve come 
to learn that in the international banking field this may not be as 
unusual as I’d first thought. 

Senator Brown. Thank you. 

Senator Kerry. Thank you, Senator. Mr. Awan, who you just 
mentioned in answer to questions from Senator Brown, was one of 
the principal go-betweens in the Miami bank. Is that correct? 

Mr. Mazur. Yes, sir. 

Senator Kerry. And he was really Noriega’s banker in effect. Is 
that correct? 

Mr. Mazur. Yes, sir. He was. 

Senator Kerry. Now, did the BCCI bank executives actually tell 
you ways that you could enhance the money laundering efforts you 
were making? 

Mr. Mazur. Yes, sir. 

Senator Kerry. So they literally laid out to you ways that they 
could take more money and evidenced an anxious, as you have 
said, a clear desire to do so? 

Mr. Mazur. Yes, sir. 

Senator Kerry. And at some time, you told Mr. Awan that you 
were planning a trip to Europe, did you not? 

Mr. Mazur. Yes, sir. I did. 

Senator Kerry. And he offered to provide you with a list of BCCI 
contacts in Europe, specifically, in Switzerland and Luxembourg? 

Mr. Mazur. Yes. Some of whom he specifically told me would be 
people who would know the source of the funds and with whom I 
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could talk more freely, and one of whom he suggested I be much 
more closed with when I spoke about it. 

Senator Kerry. This is 1988, correct? 

Mr. Mazur. Yes, sir. That 

Senator Kerry. Was it also in 1987 or not? 

Mr. Mazur. No. In the beginning of 1988, especially around the 
time that Panamanian authorities chose to freeze U.S. dollar ac- 
counts, and the need within the drug money laundering world to 
find other havens to supplement Panama arose. I’d engaged in con- 
versation with Mr. Awan and these recommendations were a part 
of what he suggested I consider. 

Senator Kerry. In 1988, then? 

Mr. Mazur. Yes, sir. 

Senator Kerry. So in 1988, Mr. Awan is beginning to give you a 
picture of the BCCI, and you are beginning to gain a picture your- 
self of the BCCI, which has these broad money laundering tentacles 
into these other countries? 

Mr. Mazur. Yes, sir. 

Senator Kerry. Now, in March 1988, did you pick Mr. Awan up 
at the Tampa airport in a limousine? 

Mr. Mazur. I’m not sure it was at the Tampa airport — a small 
fixed base operation near the airport and not in a limousine, but in 
a Mercedes. It wasn’t a limousine, though. 

Senator Kerry. It is all in the eye of the beholder. It was a lim- 
ousine? 

Mr. Mazur. No. It wasn’t a limousine, it was a normal car. 

Senator Kerry. A normal Mercedes. For most Americans, that is 
a limo, but that is all right. 

Mr. Mazur. To me as well, sir. 

Senator Kerry. Now, did he discuss the investigation of this sub- 
committee at that time? 

Mr. Mazur. In or around that time. Yes, sir. He did. 

Senator Kerry. What did he say to you? 

Mr. Mazur. He informed me that the bank was concerned that 
the subcommittee was looking into their association with General 
Noriega. He jokingly referenced that BCCI must be doing some- 
thing right, because they were named along with seven very promi- 
nent international institutions that had that type of association, 
and he explained that the bank had as one of its attorneys, re- 
tained for a number of reasons, Clark Clifford, and that with Mr. 
Clifford’s help, the bank was attempting to find out as much as 
they could about the potential activities of the Senate subcommit- 
tee to anticipate moves. 

The bank was certainly cautious. It is what really prompted Mr. 
Awan's visit to Tampa, because — at least in his eyes, I was a rela- 
tively new face and I sensed that he would have been much more 
comfortable to actually see the operation that I was involved in. 
And prior to that trip, he and Mr. Akbar Bilgrami suggested that 
we suspend business until April because of the activities that were 
going on. After the trip, business was resumed, and I know Mr. 
Awan, on a number of occasions, told his colleagues that his assess- 
ment of our operation was that it was a good and sound operation. 

Senator Kerry. Did you know — strike that. Did he tell you at 
that time that BCCI owned First American Bank? 
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Mr. Mazur. Yes, sir. 

Senator Kerry. And were you surprised to learn that? 

Mr. Mazur. Yes, sir. I had previously received information, I 
think, in February 1987, from the officer in Tampa, that there was 
an association. But it wasn't until Mr. Awan’s statements to me 
that I came to understand that the bank was, in fact, controlled by 
BCCI. 

Senator Kerry. And did you know at that time that some of the 
funds that you were moving through BCCI were being in turn 
routed through First American in New York? 

Mr. Mazur. Yes. BCCI had a corresponding bank relationship 
with First American, and after receiving the funds, would pass 
them through First American. 

Senator Kerry. Now, in a memo you wrote in 1988, you describe 
the objectives of Operation C-Chase, and you noted that identifying 
the highest ranking officers of the international bank who are cul- 
pable for the laundering of drug proceeds was one objective. Is that 
accurate? 

Mr. Mazur. Can you direct my attention to- — 

Senator Kerry. That is a March 1988 memo, I believe, either 
March 24 or 23. 1 do not have it right in front of me, but it is either 
March 24 or March 30, if my memory serves me right. 

Mr. Mazur. I have before me a memorandum dated March 15, 
1988, that may possibly be the one you speak of. 

Senator Kerry. All right. 

Mr. Mazur. Re: Status of Operation C-Chase, it’s entitled. 

Senator Kerry. Are there a number of objectives listed there? 

Mr. Mazur. Yes, sir. There are. 

Senator Kerry. And the objectives — just tell us without the 
memo. I mean, what were the objectives that you were setting out 
to accomplish through this process? 

Mr. Mazur. In part to determine to what extent the higher rank- 
ing officers of BCCI were knowingly involved in the laundering of 
drug proceeds. 

Senator Kerry. And I take it that you learned, did you not, that 
there was an inner circle, as you have testified, of bank officers 
who were involved in laundering drug proceeds. Is that correct? 

Mr. Mazur. Yes, sir. It appeared that there was a particular 
group that on a continuing basis dealt with these matters. 

Senator Kerry. You specifically reference three bank officers 
who were communicating with you at that time. Is that right? 

Mr. Mazur. Well, certainly in March 1988, there would have 
been Sayed Aftab Hussain from Panama, Amjad Awan based in 
Miami, and Akbar Bilgrami based in Miami. 

Senator Kerry. Now, have they been indicted? 

Mr. Mazur. Yes, sir. They were. 

Senator Kerry. When were they indicted? 

Mr. Mazur. In — initially in October 1988, in Tampa. 

Senator Kerry. In the takedown in Operation C-Chase? 

Mr. Mazur. Yes, sir. 

Senator Kerry. Correct. OK. Now, did they tell you at that time, 
or did you have any idea at that time that the highest officers of 
the bank were involved in a criminal conspiracy? 

Mr. Mazur. By October 1988, yes, sir. 
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Senator Kerry. You knew that? 

Mr. Mazur. I knew that, they were telling me that. 

Senator Kerry. Were you so reporting and recording in your 
memos to your superiors? 

Mr. Mazur. Yes, sir. 

Senator Kerry. In February, when you mentioned taking that 
trip to Europe, did you believe at that point in time that it might 
be possible to bring a RICO action against the bank? 

Mr. Mazur. In February, I did not go to Europe. In May and Sep- 
tember 1988, 1 did, and during that timeframe. 

Senator Kerry. And in February, when you were contemplating 
it, did you at that time believe that it might be possible to bring a 
RICO action? 

Tell the committee what a RICO action would be, with respect to 
the bank. What is a RICO action? 

Mr. Mazur. Racketeering and Influence Corrupt Organization 
Act offense, which primarily involves charging a group of individ- 
uals or an institution with racketeering, as a result of a pattern of 
crime, that pattern being certain — what is — predicate of offenses 
that qualify under racketeering. Certainly under it is included the 
Money Laundering Control Act, and wire fraud, mail fraud, other 
types of predicate offenses. 

That was openly discussed with Mr. Jackowski in the U.S. attor- 
ney’s office and really was their ball, but we did have a lot of dis- 
cussions about the possibility of that occurring. 

Senator Kerry. Well, why would a RICO have been a useful tool, 
or a useful way to indict BCCI? 

Mr. Mazur. Well, let me preface that by saying that I’m not a 
lawyer, and I know that there are a lot of things that needed to be 
taken into consideration. 

Senator Kerry. No. I understand that. I know, obviously, Justice 
will have ample to say about it. I am just trying to get it from your 
perspective, that is all. The reason I ask it— -and nobody is playing 
a game in here. I am not trying to hide anything, the reason I ask 
it is there were a whole series of memos, one dated April 27, 1988, 
and this is a memo from the Assistant Commissioner for Enforce- 
ment to the Regional Commissioner, in which it says that the offi- 
cials of BCCI, who have thus far met with the UC agents, will be 
charged in a racketeering conspiracy. After this European trip, a 
decision will be possible in charging the bank itself as a racketeer- 
ing enterprise. 

Subsequently in a memo, March 1, 1988, this is from the regional 
office on C-Chase’s monthly status report. Results achieved this 
month. Paragraph 3, at least 2 or possibly 3 officers of the targeted 
bank are indictable for multiple 18 United States Code 1956 and 
RICO offenses. Subsequently, in a memo dated May 10, 1988, from 
the Assistant Commissioner of Enforcement to the Commissioner, 
it is the opinion of the U.S. attorney’s office that the probative evi- 
dence exists to establish corporate criminal liability against BCCI 
as an institution. Current plans for prosecution are to indict BCCI 
as an institution under the provisions of the RICO statutes and to 
indict the criminally liable banking officers. 

Subsequently on March 15, there is another memo. I mean, there 
is memo after memo that sets out, this is RICO, we are going to use 
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RICO, RICO works, and I take it RICO would work here, because 
among other things it would have permitted the assets of the bank 
to be seized. Is that accurate? 

Mr. Mazur. It could have resulted in that, but let me say that 
although I agree with the content of the memos that you have 
there, many of them were not written by me, but were written by 
members of the investigative team who participated with me and 
other members of the undercover team. 

Senator Kerry. But you did write a memo in which you drew the 
conclusion that you thought RICO would be useful. 

Mr. Mazur. Yes, sir. 

Senator Kerry. OK. Why did you think it would be useful? 

Mr. Mazur. Because it appeared as a possibility to thereafter 
seek forfeiture of a lot of the bank’s assets that would be located in 
the United States. Let me add that I know there are a lot of com- 
plexities that could interfere with that, but it seemed, from my 
level as an agent, that that was something that we would be 
strongly considering and, certainly, based on the conversations we 
had at our — I would say probably every 10 days to maybe 2 
weeks — we would meet at a mutual site, an apartment, plus I had 
probably daily, if not at least every other day, spoken with Mr. 
Jackowski by phone, and that was things that we spoke of in these 
meetings and/or by phone, as something that we would be serious- 
ly considering as time went on, in the undercover operation, and 
especially beginning in June 19— June or July 1988. 

The depth within which we had penetrated the drug and money 
laundering community was such that it was obvious my time would 
best be spent virtually 24 hours a day living with traffickers and 
money launderers, so I somewhat became a little less involved in 
the final strategies of what was to be decided, because of that need. 

Senator Kerry. Do you know why a RICO indictment did not 
flow in 1988? 

Mr. Mazur. No, sir. I don’t. 

Senator Kerry. You do not know the answer. 

Mr. Mazur. In fact, I didn’t even know the indictment had been 
returned until several days after it had been returned. Again, I 
was away 24 hours a day working undercover. 

Senator Kerry. Now, ultimately you wound up seeking a new po- 
sition, is that accurate? 

Mr. Mazur. Yes, sir, it is. 

Senator Kerry. Would you describe to the committee what 
events led you to make that decision? Let me just say that before 
you did that, you took part in the takedown. You were there 
through the takedown of the official — of the number of officers, the 
original arrest, the closing of C-Chase, correct? 

Mr. Mazur. I was there but I was not present at the time of the 
arrests. There was a difference of opinion between myself and some 
individuals as to where and how the arrests might be considered to 
be had. And after seeing to it that the defendants with whom I’d 
had contact were at the country club 

Senator Kerry. Let me just do this. My colleague Senator Wof- 
ford has joined us and I want to give him an opportunity, but I also 
want to close this line of questioning. But I think it is important to 
have an understanding of sort of how this event sort of was 
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brought to a close. It is a colorful story. It is a very creative one. It 
is interesting, and I would like you to tell us how you sort of set up 
the arrest and what the cover was, and how that event took place. 

Mr. Mazur. Yes, sir. In the summer of 1988, approximately July, 
there was a meeting at the Customs office in Tampa, where it was 
decided that October 1988, particularly October 9 — it was requested 
the arrest be orchestrated. That date had been set as early as Feb- 
ruary 1988. But actually implementing a plan was not put into 
action until July. 

Senator Kerry. Could I ask you why it was important to have an 
October 1988 date? 

Mr. Mazur. I’ve had difficulty understanding that myself, at 
times. 

Senator Kerry. Was it fair to say — agent Mazur, is it fair to say 
that this case was really not completed? That there were signifi- 
cant leads, significant amounts of evidence in October that could 
have and should have been followed up, that might have resulted 
in a much larger case? 

Mr. Mazur. Given the change of certain circumstances, yes. And 
I would like to explain that. There was an operational plan in writ- 
ing that mandated to the various offices involved how one would go 
about effecting an enforcement action, that meaning an arrest or a 
seizure of either drugs or money. It was in writing that to do so 
should be done in a way not to compromise the main undercover 
operation. Everyone who participated in it was fully aware of that. 

In February or March 1988, it became obvious to me that there 
were some intended plans, in particular in Detroit, to possibly 
make arrests and seizures based upon Federal warrants that would 
otherwise disclose the entire operation. In writing, in March 1988 I 
recommended that that be reconsidered and that consideration be 
given to taking the enforcement action the same way it was done 
previously in areas like Los Angeles, where local law enforcement 
actually took the action and were in no way in a position to com- 
promise our operation. 

Senator Kerry. So you were afraid, I mean there was some fear 
that something in Chicago might compromise some of the situation. 

Mr. Mazur. In Detroit. 

Senator Kerry. But the decision was made notwithstanding that 
October was the date, was it not? October had been predetermined 
to be the date. 

Mr. Mazur. Yes, it had been told to me that that would be the 
timeframe. 

Senator Kerry. Did you have any discussion with anybody about 
whether or not October was the date? Because October 1988 was a 
Presidential election year. And by having an October takedown it 
would make Customs be able to present the administration with a 
sort of present on a platter of a serious drug case and a major 
money laundering case. 

Mr. Mazur. There certainly was mere speculation that that 
played a part by people at low levels like mine. But beyond that, I 
cannot say more. 

Senator Kerry. But it went through your head that that might 
have been a reason that there was such a compulsion to terminate 
this thing in October. 
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Mr. Mazur. I was at a loss for understanding why October. I 
would say that for sure. 

Senator Kerry. Now I know you do not want to, and I did not 
bring you here to sort of pick on individuals. And I do not want 
names and I am not looking for that. But I do want to understand 
what happened here, because it has been a source of public conten- 
tion. It is an issue, it is alive, and it is out there. 

And it appears to me that there were — that the case just was not 
complete. That there were significant pieces there that could have 
led you — I mean, the first American piece, the number of high- 
level officers in the whole series of tapes that had not yet even 
been transcribed. There was a lot of evidence that had not even 
been reviewed. Is that not accurate? 

Mr. Mazur. That is accurate. But it is important for me to add 
that something was done in June 1988 that created a major prob- 
lem. That is, Federal warrants were in fact issued in Detroit. 

Senator Kerry. But let us face it, I mean, they were issued, but 
they are Federal warrants and this is a Federal investigation. And 
if people were serious about this bank and what it meant, surely 
somebody could have federally intervened to deal with Detroit, 
could they not? There is no reason Detroit had to make what hap- 
pened in Tampa and Miami happen, is that not right? 

Mr. Mazur. Well, there are a number of things that occurred 
that I could share with you that, at least from my perspective, 
made that happen. 

For one, the Customs Service at the time had a different chain of 
command. It was not a straight line authority where Washington 
mandated nationwide direction in these types of operational mat- 
ters. There were regional commissioners who had cross-functional 
civil and criminal responsibilities, who had the ultimate say-so in 
various parts of the country. Therefore if one of the regional com- 
missioners had, for one reason or another, an ability to be more 
persuasive about how or why an action should have happened in 
this within the region, they would be able to pretty much mandate 
what would be able to occur in the other regions. 

And I know a lot of discussion was had in the region that includ- 
ed Detroit as to why it was important, in their minds, that this be 
a Federal seizure. After the seizure occurred there was some turf 
battling that was publicized between Federal agencies about the 
entire matter. 

But I think the crux of the problem there was in part remedied 
when Customs finally decided, very recently, to go to a straight-line 
authority as the other Federal agencies have. I’m glad to see 
they’ve done that, because I think it’ll minimize some of these 
problems. But that certainly was a part of the play. 

Another problem was that these very significant criminals were 
now charged federally. A choice was left in the hands of the Gov- 
ernment; let them go or make the disclosure as required by law of 
the warrants that had been Bled. Unfortunately these warrants, at 
least to my knowledge, were not filed with coordination between 
the undercover team or prosecutors, to my knowledge. And it 
caught me by surprise, especially in view of the written recommen- 
dation I made in March 1988 that it not be done. But it cast in 
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stone a very difficult decision. The decision ultimately was we can’t 
let those people go, and we have to end the case. 

There were other things that happened in the summer of 1988, 
such as a surveillance that the Colombians had countersurveil- 
lance, Colombian traffickers had countersurveillance and identified 
law enforcement authorities who were surveilling them. This 
Caused one particular trafficker in Medellin, a very powerful indi- 
vidual by the name of Gerado Moncada, to suspect me of being a 
Federal agent. Despite that fact that he thought that, his lieuten- 
ant suggested otherwise and reported to me that they tried to dis- 
suade him of that. 

We lost a little bit of credibility, but then did in fact continue to 
gain — regain credibility with the Colombian traffickers to the 
extent that we picked up roughly $5 million after the seizure in 
Detroit, and the surveillance which occurred in Detroit. 

But those did play into the minds of those, I’m sure, who made 
the decision about ending the operation. I think the pivotal thing 
that created the conclusion was the cast-in-stone decision in Detroit 
to file the Federal warrants, where in effect one could say we some- 
what shot ourselves in the foot. 

Senator Kerry. Did you have an invitation to meet with other 
inner-circle BCCI officers in November? 

Mr. Mazur. There was discussion in September 1988 with Mr. 
Chenoy. And as I explained it to him, it was important for the 
mythical people behind me to be confident that their support was 
not based solely on an individual officer’s authority. And that I was 
looking for some assurances that the claims they were making that 
the bank itself backed this were accurate. 

And I pointed out to him that he was, although a general manag- 
er and very high, he was not the director of the bank, he was not a 
president. And that my people would want to meet with higher- 
ups. He indicated that that was something that would be possible, 
and expected to try and coordinate that sometime after October. 
Whether it would have occurred in November or 3 months later, no 
one will know. But it was discussed as something that could poten- 
tially occur. 

Senator Kerry. Senator Wofford. 

Senator Wofford. Mr. Chairman, I want to salute you for your 
perseverance in pursuing this matter. It is in the service of truth 
and the need of the Congress and the people to understand the di- 
mensions of the BCCI conspiracy and our Government's role in ex- 
posing and prosecuting it. I have a few questions, but just three 
points seem to me, as I have tried to catch up on the hearings and 
the facts, to be clear and important. 

First, without the dedication and the courage of agent Mazur and 
his colleagues, there would have been no arrests, no indictments, 
no convictions in Tampa. And we would be far, far behind where 
we are now. The murder of DEA agents in Mexico again under- 
scores the danger of their work. And I salute you, agent Mazur, for 
everything you have done and are doing. 

Second, banks such as BCCI that launder drug money are just as 
responsible for the flow of illegal drugs into this country as are the 
drug smugglers themselves. And as such, they should be pursued 
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with the full energy and resources of our law enforcement agen- 
cies. And I stress the full energy and resources. 

Third, I hope to learn more about, and understand if it is possi- 
ble to understand, the plea bargain agreement in 1988 which, so 
far, seems to me a far better deal for BCCI than it was for the U.S. 
Government and for our people. And I still find it hard to under- 
stand why a RICO case was not pursued against BCCI. And I hope 
we pursue those two decisions further today. May I now ask a few 
questions? While you were working on the BCCI prosecution phase, 
did you have adequate resources? 

Mr. Mazur. In my opinion, no, sir. 

Senator Wofford. What was the impact of not having adequate 
resources? 

Mr. Mazur. Selfishly, to me first, as an agent trying to prepare 
for trial, I was confronted with some 1,200 tapes that needed to be 
perfected for the benefit of defendants, and their fair trial, and cer- 
tainly for the Government. And there was a difficulty in coordinat- 
ing the adequate number of people to keep that moving along. I, 
and a small number of other agents, two or three, spent at times 
literally 24 hours in a given day transcribing and trying to meet 
deadlines. And I still was, of course, responsible for being a respon- 
sible witness in a courtroom, which is not an easy thing for one to 
do. 

But beside my own selfish needs as a witness, there were things 
relative to the investigation that I’m sure a lot of individuals would 
like to have seen energies put toward. But it seemed as though 
there were no adequate resources to attend to them at a given 
time. In view of the impending case, there were a number of 
people, five or six, who worked literally day and night, and I must 
highlight Mr. Jackowski’s contribution because I had to look close 
in the office to see if there was a bed, and I don’t think he ever left 
that room. He was constantly trying to do not only his job, but 
others’ jobs that couldn’t be done because there weren’t adequate 
people there. And three or four other people from the IRS and 
from Customs worked very, very hard. But we needed more help 
than we had. 

Senator Wofford. Could you compare your resources with those 
of the BCCI lawyers and investigators? How many of them were 
there? 

Mr. Mazur. Well, I remember an occasion related to me by one 
of the other agents who attended a pretrial hearing when Mr. 
Jackowski appeared on behalf of the Government. And some 23 at- 
torneys appeared there on behalf of the defendants. He had the un- 
manageable task of trying to deal with all of their efforts to dis- 
tract everyone from the issues at hand. 

And that was typical not only of what the prosecutors faced, but 
what the agents faced. I understand from reports that there was 
over $40 million expended in defense on behalf of BCCI. It is unfor- 
tunate, but I think if you tallied the amounts expended by our side, 
we were tremendously outnumbered, but I’m proud to say no one 
gave up. And the outcome was a success. 

Senator Wofford. And so you felt outgunned, and I do not use 
the word lightly, you felt outgunned at least on a legal and investi- 
gative side. 
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Mr. Mazur. Tremendously. 

Senator Wofford. Did BCCI investigate you personally? 

Mr. Mazur. Yes, sir. 

Senator Wofford. Can you tell us some more about that? 

Mr. Mazur. Through a source that I prefer to make reference to 
possibly in closed session, I came to learn that the principal investi- 
gative firm working on behalf of BCCI had, in fact, retained an- 
other investigative firm for the sole purpose of investigating me, 
and the IRS agent who is the affined in the BCCI searches. That 
was something that not only happened to me, but also happened to 
many other people who tried to work on behalf of the Government, 
and in particular, a citizen who showed tremendous courage to 
allow the Government to use his business in part as their cover, 
who later became a victim of malicious statements that were made 
by the investigators that led later to his financial ruin, and it’s a 
shame that that type of thing occurred, but it did. 

Senator Wofford. In your 20 years in action, have you experi- 
enced that kind of investigation from your opponents? 

Mr. Mazur. At times, but not at this level. The level of this kind 
of investigation was unique. 

Senator Wofford. Were there any threats to the lives of agents 
or witnesses? 

Mr. Mazur. Yes, sir. 

Senator Wofford. Could you say more about that? 

Mr. Mazur. There were a number of times when information 
concerning threats were conveyed. On two times that was alleged 
to have emanated from the Colombian traffickers, and at least one. 
and possibly two times, when information was received from Paki- 
stan through Government sources about potential plans to try to 
affect the Government’s case by kidnapping someone. 

Senator Wofford. No further questions at this point. 

Senator Kerry. Thank you very much, Senator Wofford. Senator 
Brown. 

Senator Brown. Thank you. I would like your reaction to some 
speculations, and it is indeed speculations, so if you do not want to 
comment or do not feel comfortable, please say so. 

In looking at this scheme, it does not appear that the money 
laundering would have paid enough to BCCI to be worth the risk, 
that they must have had other purposes in mind for what they 
were doing. Do you have any thoughts on that? 

Mr. Mazur. My only thought is that it would appear to me that 
although there might be other motives, certainly the profit to the 
institution is very great — potentially great. One need only look at 
the international institutions that had a presence in places like 
Medellin and other cities within Colombia, known to be the homes 
of drug lords, to know that there has to be some common thread 
for why so many of these international banks seek that flight cap- 
ital, which moves from continent to continent. 

It is massive and if one client, such as Gerado Moncada — as he 
was a client of BCCI — should be very persuaded by an institution 
to place funds with them; $1.2 billion in a given year in gross re- 
ceipts can certainly generate quite a bit of influence in the finan- 
cial community. 
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Senator Brown. I think that is what I am trying to get at. If you 
are talking about a couple percent, 2 y 2 -percent differential oh 
money you launder, that surely cannot be the purpose of this 
whole operation, can it? I mean, is not the percentage that money 
launderers get usually greater than something like that? 

Mr. Mazur. Different elements in the money laundering process 
get sometimes even less than 2 percent, but in general the owner — 
the drug dealer who has his money here probably expects to lose 
anywhere from 10 to 15 percent of their proceeds to have the funds 
laundered. 

Now, yes, the income from fees for handling that money is some- 
what small, maybe 2 percent, but the power that can be yielded by 
having the deposits maintained at one’s institution from those indi- 
viduals translates into much more than the 2-percent fee that’s 
made off of it. 

Senator Brown. I must say, that is the conclusion I am drawn to, 
that the motivation of BCCI appears to have been to build up mas- 
sive deposits for another purpose, not that they did not make some 
money here, but that they must have had something else in mind. 

Do you believe the incidents we are talking about — several of 
them, but the incidents in Detroit and Philadelphia, and New 
York, were somehow purposely designed to interfere with C-Chase 
or were the result of just lack of coordination? What observations 
would you have on that? 

Mr. Mazur. It’s impossible for me to say within my knowledge. 
There are certainly things that I think were done by people in 
other parts of the country which, although having a detrimental 
effect on the overall C-Chase operation, may have been done by 
them with the spirit in mind of doing what they thought was the 
best for the case in their area. That type of thinking is very faulty 
to a coordinated law enforcement effort, and is the type of thing 
that I think can be more readily dealt with, with a chairman 
agency being more involved. 

Whether or not there were ulterior motives behind some of the 
decisions that went beyond agency concerns and career concerns is 
unknown to me, but I do know that the principle of thinking 
what’s best for the people, what’s best for the case, is not what 
drove a lot of those decisions. It appeared it was because people 
didn’t understand the big picture of the case. But to say more than 
that, I can’t. 

Senator Brown. You mentioned speculation about the timing in 
October. What kind of hard evidence with regard to the timing 
should this committee be looking at? Are you aware of hard evi- 
dence other than speculation that would call into question the 
timing? 

Mr. Mazur. Well, I would think that the people who were re- 
sponsible for making the decision of the choice of October 1988 
would be able to answer presumably what their motives were for 
choosing it. Not being a part of them and being on the street level 
and agent level, trying to feed up the chain of command, impres- 
sions didn’t put me in position to be able to understand what was 
really going on behind the scenes. 

Senator Brown. One last observation that I would like you to 
comment on, and again, this is speculation, you do not need to — 
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well, let me go back. First of all, can you give us names of who you 
think would be the operatives here that control this process that 
we ought to talk to about the timing? 

Mr. Mazur. Well, there were primarily three governmental 
bodies that were involved; the Department of Justice, the U.S. at- 
torney’s office, the Customs Service, and the Internal Revenue 
Service, and it would seem to me that individuals in the agencies 
from the assistant special agent in charge and above, and in the 
U.S. attorney’s office from the prosecutor above, would be those 
people who would have had a lot of the detailed conversation, now. 
There’s no doubt in my mind that the thinking that was going on, 
possibly in offices outside of Florida, the headquarters offices of 
Customs, may not have included or been on the same line as 
maybe the prosecutor, but the end result may have been the same. 

For example, Mr. Jackowski, and I don’t mean to speak for him, 
may have felt that the Detroit case put him in a position to have to 
say October, but his answer is October. Whereas, from Customs’ 
upper management, their answer may be October, but it may be 
for different reasons. I’m not privy to what it is that went on in 
their minds to do that. 

Senator Brown. But those three agencies and the key decision- 
makers are where we ought to look? 

Mr. Mazur. Yes, sir. 

Senator Brown. The thesis I would like you to comment on in 
looking at this from the outside with hindsight — it is always an ad- 
vantage— it strikes me that the money laundering is the tip of the 
iceberg. That the real significance is not the money laundering 

here. The real significance is the ultimate business plan of BCCI 
and the related arms trafficking and drug smuggling, and the vari- 
ety of other schemes, that you might get an exemplary, spectacular 
settlement with regard to money laundering, but that if that settle- 
ment which was extraordinarily good for money laundering dis- 
couraged an investigation of the other more significant crimes that 
were going on, then it would harm law enforcement, not help it. Do 
you have any reaction to that? 

Mr. Mazur. In theory, what you’re saying I agree in, but apply- 
ing it to the BCd case, I must admit that there are some criticisms 
of the plea agreement that I’ve heard spoken of, and seen reported, 
which I think are not completely accurate and tend to cast a more 
negative light on the plea agreement than might be fair. Although 
when we were trying to determine whether a plea agreement was 
appropriate, I must say that the Department of Justice and Mr. 
Jackowski went out of his way to hear the opinions of those who 
were involved in the case, and solicited a list of conditions under 
which that type of agreement might be considered appropriate by 
each party. 

My list, I know, is a part of your package here, and for reasons of 
my own, I felt that in view of the final plea agreement, what it was 
going to be, I saw some advantages in simply including the bank as 
a defendant only because certain criteria that I hoped the bank 
could be held to in a plea agreement which is not legally feasible, I 
was supportive of, trying to discuss a potential agreement. But I 
have to admit I was, in the long run, of the opinion that we may as 
well go to trial, in view of the terms. But I don’t believe that the 
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agreement precludes a lot of the followup that some people have 
suggested that it does. 

Speaking as an agent and not as an attorney, it seems to me that 
the only thing it’s bound by here is that the middle district was not 
in a position to pursue additional charges relative to the bank. But 
that the other districts, especially those like Miami, the southern 
district in Florida and in New York, they had a latitude to contin- 
ue and certainly had a substantial amount of the criminal activity 
occurring in their districts, and could take advantage of all the in- 
formation in Tampa, excluding that which might come as alleged 
cooperation from the bank. 

Senator Brown. So you are saying the agreement did not exclude 
that kind of followup in the other areas? 

Mr. Mazur. I don’t believe that it did. 

Senator Brown. Thank you. 

Senator Kerry. Let me pick up on a couple of areas if I can. I 
want to know some things about Capcom and what happened, but I 
want to finish up. Senator Wofford asked you the question about 
resources and it has been something that we discussed briefly yes- 
terday in the office. You know, I was just reading through your 
memo on the occasion of your resignation, and I am not going to 
read the whole thing here, but I do want to just emphasize that it 
strikes me as a fairly remarkable statement. I mean, you came to a 
point in your career with Customs where for better or worse, you 
made a judgment that you needed to leave to make a statement. Is 
that accurate? 

Mr. Mazur. Yes, sir. 

Senator Kerry. And, you know, I think it is a very honest and 
bold kind of statement in which you say it is with mixed emotions 
that you write a letter and you regret that conditions caused you to 
think about options in your career that were different. And you 
hoped to be trying to strengthen Customs against some inadequa- 
cies and injustices that you had noticed that you felt brought you 
to that point, and you said — I am going to read from one para- 
graph — you said: “I am not a disgruntled agent. I received out- 
standing evaluations through my 19-year career as a special agent. 
I have received innumerable awards and I have twice been recog- 
nized with national awards from the Association of Federal Investi- 
gators. I do not refer to my record for any reason other than to at- 
tempt to establish a basis from which an impartial judge of facts 
can weigh my credibility. And I would certainly weigh your credi- 
bility as high.” 

You also paid tribute appropriately to assistant U.S. attorney 
Mark Jackowski for his commitment to the effort, and helping to 
guide it to the pretrial and trial stage, and then you say, and I 
quote you: “I know that my formally advising you of the deplorable 
conditions in Tampa could cause some individuals in a professional 
circle to question my loyalty. But it is simply out of my love for 
this country and our critical need for ethical government that I 
think it’s appropriate to respond to a request for my candor.” 

Leaving aside some of the other things that you stated, you come 
to a point where you say — and I quote you: “If it had not been for 
the nearly 2 years of achievement prior to March 1988, the ulti- 
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mate outcome would also have been lost. The ultimate outcome of 
Operation C-Chase.” Is that accurate? 

Mr. Mazur. Yes, sir. 

Senator Kerry. Then you say the outcome of the case, while no- 
table, was considerably less than it could have been. 

Can you share with the committee what you mean by that? 

Mr. Mazur. Yes, sir. 

After the undercover operation was concluded, the Government 
was confronted with a massive task. Records had been seized from 
BCCI in Miami, from the homes of several officers in Miami, from 
the BCCI offices in London and Paris, from the homes of traffick- 
ers. And a tremendous task with a tremendous potential benefit 
faced the Government in using those records and analyzing those 
records to the best advantage of the Government. 

And very little resources of those that were available could be 
used to deal with those matters because of the tremendous re- 
sources that were needed just to attend to pretrial motions and the 
upcoming trial in Tampa, despite the hopes of trying to get — at 
least from my perspective it seemed that three seasoned agents 
who had a lot of experience in these types of cases could ultimately 
be substantial leaders while the existing team went on with trial. 

For one reason or another it was impossible for the Government 
to locate people who could fill that void or it was in the opinions of 
those who had the authority to make that decision an unnecessary 
use of resources, one or the other. 

And I think a lot of followup in contacting witnesses and review- 
ing records that was lost that might have otherwise benefited the 
case and would have continued an instant momentum from Octo- 
ber 1988 on without a time out for trial would have been a great 
advantage to us all to see the things that are happening in the 
BCCI case happen more quickly and smarter on our behalf. And I 
think that that was, that time out, was a costly time out. 

Senator Kerry. You say in the next sentence, the indictment of 
additional defendants and the seizure of substantially more drug 
proceeds was lost directly as a result of the application of inad- 
equate resources to the investigation. 

Now I take it that in April 1989 there was a memorandum from 
a special agent to the special agent in charge which said, this is a 
separate memorandum — in addition, in excess of 100,000 docu- 
ments were obtained from BCCI via search warrant. Although all 
of those records have been copied and provided to the defense, none 
of these records have been viewed and analyzed by case agents. 

Do you know how many of those documents were reviewed by 
the end of the year, by the end of 1989? 

Mr. Mazur. Some have been reviewed, but for different purposes. 
I guess I would classify it somewhat as putting out fires and/or 
dealing with the instant trial as far as followup is concerned on 
those records. 

Senator Kerry. You said putting out fires, people were 

Mr. Mazur. An issue might come up that would require informa- 
tion. 

Senator Kerry. So it was not systematic, it was just when an 
issue came up? 
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Mr. Mazur. I think my best example of some of the problems we 
encountered on the records occurred after I finished testifying in 
the Tampa trial. 

An IRS agent, a very gifted agent and I, analyzed certain records 
that we had had for — since of October 1988. We looked at those 
records because of putting out a fire. A bank officer was expected 
to testify and for cross-examination purposes it would be to our ad- 
vantage to make sure those records were most closely scrutinized. 

In a 2-week review we came across a major drug trafficker whose 
assets were identifiable from those records. We attempted to track 
the assets down. And unfortunately, within 1 year after the search, 
the assets had been sold and moved and protected in such a way 
that the Government was precluded from seizing them. 

Senator Kerry. Do you know whether or not some of those were 
destroyed? 

Mr. Mazur. After they were in the hands of the Government, 
sir? 

Senator Kerry. Did you learn whether or not prior to that they 
were being destroyed before the Government got them because of 
that delay? 

Mr. Mazur. There was a time when record destruction was ex- 
plained to me by Mr. Awan in September 1988 primarily in re- 
sponse to subpoenas issued by your committee where he explained 
to me that subpoenas had been issued for records in Miami of 
transactions conducted by Panamanian corporations, of which one 
of those accounts was mine. 

And during a recorded meeting he explained to me that he and 
others at the bank were hurriedly informing their clients to close 
their accounts in Panama. And after the accounts were closed an 
argument was going to be made that the records didn’t legally have 
to be turned over because the accounts were now closed. And that 
with respect to my accounts, he was prepared to arrange the de- 
struction of part of those records so that the tracks back to me 
would not be readily available. 

Senator Kerry. Now you mentioned a moment ago, I take it, 
that once the takedown took place, the arrests were ongoing and 
you were doing trial preparation, that you and your associates 
were principally wrapped up In trial preparation. Is that correct? 

Mr. Mazur. Yes, sir. And I was somewhat isolated because I was 
in an off-site, out-of-Tampa location with headsets, boxes of tapes, 
and transcripts and mostly communicating by phone. 

Senator Kerry. And you said earlier that there was a time out. 
What did you mean by a time out? 

Mr. Mazur. After the search and the arrest occurred, there were 
things that potentially, at least in my opinion, could be followed up 
relative to other officers who were not charged and records which 
might lead to superseding indictments or additional indictments. 

But because of the resource crunch, those that were made avail- 
able by the agencies had to, on behalf of the Department of Justice, 
be applied to the trial preparation. 

Senator Kerry. So effectively, there was not a followup and 
there was not really a continuation of investigation into the leads 
that existed at that time? 

Mr. Mazur. To a limited extent there was, but not in effect, no. 
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And I must add, though, that it was always the plan of Mr. Jack- 
owski that after the conclusion of the case, following convictions, 
these individuals would be brought back and compelled to testify. 
So that aspect of the followup was always considered. 

Senator Kerry. In a subsequent memo, Mr. Mazur, you note in 
that memo, quote: “As a result of the inability to follow leads that 
would have compromised the covert operation prior to October 
1988, there are literally hundreds of leads which must be pursued 
prior to trial involving.” The rest of that particular memo is re- 
dacted so we do not know exactly what all the things are that it 
involves. 

Let me ask you. Is that accurate, there were literally hundreds of 
leads? 

Mr. Mazur. Yes, sir. 

Senator Kerry. But those, effectively, were not being followed up 
on. 

Mr. Mazur. For the most part, no, sir. 

Senator Kerry. Did any of those leads pertain to illegal arms 
transactions? 

Mr. Mazur. Potentially they could have. And in hindsight now, 
yes. 

Senator Kerry. Did any of those leads pertain to Iran-Contra 
transactions? 

Mr. Mazur. I’m not familiar with that, although I can say that I 
know there was a transaction involving Mr. Khassogi that Mr. 
A wan informed me of during the course of the undercover oper- 
ation. So, presumably there would be transactions. Whether they 
were filtered through the branches that the searches occurred at or 
not, I don’t know. 

Senator Kerry. Did any of those leads pertain to payoffs of Gov- 
ernment officials? 

Mr. Mazur. We can’t say for certain, but knowing the conduct of 
BCCI at this stage, in hindsight, I can say that that possibility cer- 
tainly exists. 

Senator Kerry. Did any of those leads pertain to the illegal own- 
ership of First American? 

Mr. Mazur. I believe there were records in the Miami location 
that would have related to, at least in part, the association between 
BCCI, First American, and National Bank of Georgia. For a not- 
brief, but for a couple of months I know there was followup rela- 
tive to that issue under the guidance of the middle district of Flori- 
da and the U.S. attorney’s office after the undercover operation 
was concluded. 

Senator Kerry. Senator Wofford. 

Senator Wofford. In your letter of April 3, 1991, calling the cir- 
cumstances “dire and deplorable” relating to you and some of your 
colleagues, have you considered the possibility that those circum- 
stances were related to problems that you felt personally were re- 
lated to the BCCI matter and your role in it? 

Mr. Mazur. Certainly, in part. There were other problems that, 
from my perspective, existed that were either less or even not in- 
volving the BCCI matter. 

Senator Wofford. Could you elaborate on what the relation of 
those problems was to BCCI, to your work on BCCI? 



Mr. Mazur. It appeared to me from where I sat that after the 
times where I had discussions with some factions of customs about 
a couple of issues, one the publicity that occurred in the BCCI case, 
which I had a different opinion about and the resource issue, it ap- 
peared to me from my perspective that certain things were occur- 
ring that some people might interpret as being retaliatory relative 
to me. 

And it seemed to me that that was an occurrence not just isolat- 
ed to me, but others who shared my opinions. And in that way it 
was somewhat affected or related to BCCI. 

Senator Wofford. Do you have any evidence of the corrupting 
power of BCCI, that it reached into the Customs office? 

Mr. Mazur. I have no firsthand information about BCCI’s possi- 
ble influence of Customs, just speculation. 

Senator Wofford. Do you have any evidence, any indication that 
you can give us that the corrupting influence of BCCI reached into 
any other Government agencies or agents that you dealt with, the 
Justice Department or elsewhere? 

Mr. Mazur. No, sir. I think the only thing I can say about that is 
that I know and was told that it was a practice of BCCI to attempt 
to ingratiate themselves on world leaders in a number of countries 
and that a concerted effort certainly was made here in this country 
as I was told it was made in a number of others with the hope that 
BCCI could curry favor as a result of that relationship. I know that 
was a general theme, beyond that I cannot say anymore. 

Senator Wofford. Do you think the four instances in which your 
undercover operation and identify were revealed was an accident 
or by design to force the C-Chase case to closure? 

Mr. Mazur. I don't know, sir. 

Senator Wofford. Would you describe those four instances and 
their impact on your case? 

Mr. Mazur. I don’t know if there’s four. But I will tell you as I 
can remember. One is the issue in Detroit. 

Senator Wofford. Detroit? 

Mr. Mazur. Yes, sir. In that instance there were warrants, Fed- 
eral warrants that were filed which although didn’t name me or 
the other operatives by name, in such detail described our activi- 
ties, it would be apparent from anyone who read the warrant that 
we were Federal agents. Those were sealed, but unfortunately in 
the drug world rules sometimes don’t exist and it is not always a 
wise idea to rely on the system to contain information. 

And there was another instance in New York in July 1988 when 
the agents who were working in New York were detected by Co- 
lombian traffickers who were doing countersurveillance. That cre- 
ated some credibility problems with one of the cartel members who 
suspected me to be a Federal agent. 

There was also an instance in Houston when a surveillance was 
similarly suspected to be compromised. 

And those are the three that come to my mind now. 

Senator Wofford. Philadelphia? 

Mr. Mazur. I don’t recall anything that occurred in Philadelphia 
that equates to the three examples I gave. 

Senator Wofford. In your letter, you say that on 60 Minutes, 
U.S. Senator John Kerry, questioned why Federal Government 
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agencies failed to pursue the natural followup matters to the BCCI, 
principally, alleged criminal offenses by former Secretary of De- 
fense Clark Clifford. 

As it relates to the U.S. Customs Service, I believe the answer to 
Senator Kerry’s question can be found within this letter. Could you 
elaborate, please, on what in your letter explains why there was no 
followup to the heart of the matter in BCCI? 

Mr. Mazur. I think basically the tone of what we’ve discussed 
had not — I was not aware if it had occurred that the 
discussed here today were readily known with regard 
iut as 1 guess I have described it. And the limitations 
that we as a Government, because of the resources that are avail- 
able, are confronted with in a case like this, when you’re not only 
facing Colombian traffickers who make over $1 billion a year, but a 
bank that can afford to spend $40 million to defend a case, that’s 
quite an awesome responsibility for the taxpayers to be expected to 
carry. 

Somewhere in the middle of all this, I guess, there’s a balance to 
protecting the taxpayers. But I can also see, with all that was at 
hand, it would have taken a good chunk of the Government’s re- 
sources just to address this one case. We are certainly understaffed. 
And certainly more agents would have helped, but maybe we can 
work smarter. 

Maybe some of the examples of what happened here can be posi- 
tively used so that when we have this opportunity again, we can do 
more with what we have. I think we can do more with what we 
had. But I also think we could use the help. 

Senator Wofford. Did the influence of high officials who were 
high persons of prominence ever appear to you in any form in 
terms of inhibiting your work or retribution toward you? 

Mr. Mazur. I wouldn’t say it necessarily inhibited, but it slowed 
the process down some. There are times when people can step for- 
ward representing an individual and because of their standing can 
cause people to maybe think a little slower and more cautiously as 
they approach a particular case. And in this instance, I think there 
were times when a pause occurred because of the apparent influ- 
ence of someone who represented an individual. And I don’t know 
if that is more because of a human weakness or because of some- 
thing that 1 am unaware of. But it certainly was something that 
was felt at times. 

Senator Wofford. Could you tell us about those times, one or 
two or three or more? 

Mr. Mazur. To give detail, I would offer that maybe in closed 
session, the particular names might be best discussed in that 
forum. But there were times when, for example, relative to one de- 
fendant, a former Government official, a practicing attorney had a 
meeting, despite the fact that the defendant never made an appear- 
ance in a trial, challenging the good faith in which the indictment 
had been returned and which caused a number of people to feel it 
necessary to lay the case out to the Government officials who were 
contacted about whether or not this was a mistake on the part of 
the Government. 

Eventually that former Government official’s, then attorney’s 
concerns were allayed, but it had to be dealt with and it certainly 
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was a distraction during the course of proceeding in trial prepara- 
tion. 

Senator Wofford. Any other instances that you can describe 
short of a closed session? 

Mr. Mazur. I’m sure that I could recall, given some time, other 
instances like that. And I would ask that you consider allowing me 
to give it some thought and possibly providing you With the infor- 
mation in a different forum at another time. 

Senator Wofford. One last question on this point. 

Senator Kerry. I just wanted to say we appreciate that and the 
record will remain open so that you may do so. 

Senator Wofford. You said you had speculations that the cor- 
ruptive influence of BCCI might be responsible for your problems 
reflected in the letter. You said it is nothing but speculation. Do 
you have any facts related to those speculations? 

Mr. Mazur. I think I can only fairly say that it’s outside my 
knowledge as to what caused a number of things from my perspec- 
tive. There are things that occurred which made it appear that 
either through agency work or for a misguided priority, things may 
have happened. Whether other things impacted on it or not, I’m 
unaware. 

Senator Wofford. Thank you. Thank you, Mr. Chairman. 

Senator Kerry. Before I turn to Senator Brown, you mentioned 
yesterday in the office very briefly when we met for the first time 
and chatted about this, that there were moments you kind of felt 
like you were out in the wilderness. 

Do you want to share with the committee that sense that you 
and I know other people on the line — I know you are not alone on 
that, because I have talked to many other agents. I just would like 
to have that as part of the record. 

Mr. Mazur. I think the analogy I made that we were somewhat 
of a reconnaissance squad that had been out in the middle of the 
desert and encountering the enemy, and sent word back to the fort 
that we needed some help. And waited and fought and fought and 
fought but no help came. 

But now I have to say very candidly that what it is that is occur- 
ring today, I think, is dramatically different in that there are some 
very substantial efforts underway and that have been underway 
throughout this year, which are much more realistic. 

I guess since the Tampa trial ended in 1990, some of the re- 
sources that were on that trial are now involved in those efforts, 
but there are even more people, agents from the FBI and from IRS 
and from Customs, all of whom are working hard together in a 
number of different districts to get to the bottom of this. 

Senator Kerry. Well, I would agree with that. I think there is a 
significant effort going on now and am pleased to say that I think 
significant resources are being committed, and I think that is good. 

Let me ask you something, though. You know this case has 
become celebrated and maybe notorious is a better word, and so a 
lot of resources are focused on it. But you have talked about the 
amounts of money and the sort of outgunned status. And I would 
just like your comment generally on the status of the law enforce- 
ment effort that the war on drugs and so forth; I mean, are we not 
just outgunned? 
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Is this a terrible swim upstream, Sisyphus pushing that rock up 
interminably, or is there something? I mean, could we turn it 
around relatively rapidly with a resource allocation and so forth? 
What is your sense of this effort you have now spent 20 years of 
your life dedicated to? 

Mr. Mazur. I think any quick solution to a problem is only tem- 
porary and I think that a smart plan with dedicated resources is a 
wiser course of action than hoping that we could come up with the 
magic to end it. 

Unfortunately, the problem is at terrible proportions currently, 
but in the last several years we’ve learned the importance of edu- 
cation and included that in our program* which, frankly from my 
perspective as an agent, I think was a tremendous accomplishment 
and is going to, in the long run, make an impact in this country. 

But I also think, and I come back to what I mentioned before, 
that we need to take these agency wars and these jealousies and 
these problems and put them aside. The agencies themselves have 
been given a substantial period of time to show the maturity to put 
that aside. It hasn’t happened. 

I think the Drug Enforcement Administration that got the nod 
in 1973 deserves a chance to try it as a mature member of that im- 
portant team. The other agencies, enough can’t be said for the ex- 
pertise they have. It is essential to a cohesive multiagency effort. 

But we need a chairman. And from my 20 years, I can say, and 
I’ve been in now three agencies, it would not make any sense from 
my experience for it to be anything other than the agency that has 
all of its expertise dedicated to that since 1973. 

Senator Kerry. I appreciate that answer. I am going to come 
back to one area, but I recognize first Senator Brown. 

Senator Brown. Just two questions quickly. One of them relates 
to the withdrawals in 1988 by drug dealers. As I understand the 
circumstance, shortly before the arrest of five BCCI officials in 
1988, some international drug dealers made significant withdraw- 
als from their BCCI accounts. 

The speculation is, of course, that somehow they were tipped off. 
Do you have knowledge or any thoughts in this area about poten- 
tial leaks that could have tipped off BCCI officials or drug dealing 
officials? 

Mr. Mazur. My exposure to that primarily comes from an arti- 
cle, I guess, that recently appeared, I think, in the New York 
Times. Although I lived the events, one thing that I did not notice 
that was a part of the formula of speculation in the article is some- 
thing that was occurring as a result of actions of this committee. 

That is, that in July, a subpoena or subpoenas were issued to 
BCCI for key records, primarily those in Panama. And I know I, as 
a money laundering client in the eyes of BCCI, was — I was vigor- 
ously told that it was in my best interest to close those accounts 
out as quickly as possible and transfer the funds to another BCCI 
branch. 

Senator Brown. Who was it that gave you that advice? 

Mr. Mazur. Two officers, Akbar Bilgrami, who was in the mar- 
keting division of the regional office of BCCI, the Latin American 
and Caribbean regional office, and also Amjad Awan, who is also 
on that staff. 
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I know that that same information was being conveyed to other 
customers and I’m sure that a large number of accounts from Sep- 
tember and October were closed as a result of that encouragement 
from them. 

Senator Brown. Did they say why you should transfer the 
money? 

Mr. Mazur. Because of the possibility that this committee would 
be successful in enforcing a subpoena that would call for the pro- 
duction of records of transactions conducted on behalf of Panama- 
nian corporations. 

Senator Brown. You mentioned earlier that there was a period 
when the drug dealers you were dealing with suspected you person- 
ally of being a law enforcement agent. What was it, what hap- 
pened, that made them suspect you? 

Mr. Mazur. At the outset, when they first met me, there were 
certain challenges made by them. That’s just normal and I didn’t 
consider it prompted by anything other than caution. And then in 
May and June, it was revitalized because of the terminations of Op- 
erations High Seas and Cash Whip. 

But then, in July 1988, the middle of July, after having met with 
Gerado Moncada’s representatives and struck a relationship that 
would have called for us to handle a large amount of his drug pro- 
ceeds, that, of course, would have exposed his drug dealers here in 
the United States. 

With the surveillance of the first major pickup of money from 
his people in New York, that pickup was for $10 million, that sent 
a signal to Moncada, as I was told by his subordinates, that that 
act of seeing those police officers out there plus other suspicious ac- 
tivity, meaning the Detroit activity, caused him to think that I was 
a Federal agent. 

But his underlings, who included these two people, one an attor- 
ney and the other, an airplane pilot, they were repeatedly suggest- 
ing that this was not the case. But those are the things that I think 
most caused him to feel that. 

Senator Brown. It was not necessarily that someone had fin- 
gered you, it was something that you had knowledge about, had 
been under surveillance, and I assume his suspicion then would 
have gone to anyone who had knowledge about that operation. 

Mr. Mazur. From my perspective, it appeared that there were 
some viable reasons that the defendants had their suspicions. 
Whether or not there were other things that caused them to have 
the suspicion, I don’t know, but the ones I've mentioned are the 
only ones that I am personally aware of. 

Senator Brown. Going back for 1 minute to the recommenda- 
tions from BCCI bankers to close accounts and transfer money, did 
you get any indication that the attorneys for BCCI were aware of 
that particular activity by the BCCI banking officials? 

Mr. Mazur. It appeared that way to me. I guess one of the things 
that caused me to have that opinion, among others, was a conver- 
sation with Mr. Awan in September 1988 which was recorded, 
wherein he specifically told me that in an effort to frustrate this 
committee’s subpoena for his appearance he had been instructed by 
Mr. Altman to leave the country and to go to Paris, and that is 
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probably one of the things that comes first to my mind that led me 
to think that there was some knowledge. 

Senator Brown. He indicated Mr. Altman had suggested to him 
to leave the country so that he could avoid the subpoena? 

Mr. Mazur. Yes, sir. 

Senator Brown. Thank you. I just wanted to add a personal note 
of thanks. To put your life on the line for this country is an ex- 
traordinary commitment. Not everyone has a chance to make sucn 
a commitment, nor would everyone do so. I think everyone who is 
aware of your activities is deeply appreciative that there are people 
like you who are willing to make sacrifices. 

1 know coming here was not the easiest decision you’ve ever 
made, that you’ve had threats on your life and threats concerning 
the safety of your family. We very much appreciate the kind of 
commitment you’ve made to this Nation and your willingness to 
share your testimony with us. 

Mr. Mazur. Thank you very much, sir. 

Senator Kerry. Mr. Mazur, you mentioned earlier an entity 
called Capcom. Do you want to tell us what Capcom is, or was? 

Mr. Mazur. It was a commodities futures brokerage firm based 
in London that had affiliates in Chicago and I believe also Dubai, 
or Abu Dhabi, and it was run by a gentleman by the name of 
Ziauddin Akbar, who is the former head of BCCI’s treasury and a 
close personal friend of Mr. Awan’s. 

At the time that I first became aware of Capcom, that company 
came to my attention by a conversation with Mr. Awan and Mr. 
Agwani, when they explained to me that they would be soon leav- 
ing that bank. 

That conversation occurred one of the very last days of June 
1988, and that their plan was to take a large amount of the portfo- 
lio that they managed through some 70 high net worth clients, in- 
cluding myself, that comprised about one-half billion dollar portfo- 
lio with them, so that it could be managed in their private bank or 
private investment company that would be affiliated with Mr. 
Akbar, and they suggested that I strongly consider not suspending 
my activity with BCCI, to launder funds there, but to expand it to 
include Capcom and their future private banking firm. 

To aid that end, they arranged for me to meet Mr. Akbar in 
London, which I did in September 1988. 

Senator Kerry. Did you open an account at Capcom? 

Mr. Mazur. Yes, several. 

Senator Kerry. And Capcom became part of the original indict- 
ment. 

Mr. Mazur. Yes, sir. 

Senator Kerry. What did you discover about Capcom as your in- 
vestigation continued? 

Mr. Mazur. What I discovered is that the company had 

Senator Kerry. And Capcom was a piece of BCCI, a sidebar. 

Mr. Mazur. It could informally be referred to as that. It was 
really an outgrowth of a BCCI plan. As it was explained to me by 
Ziauddin Akbar, he explained that as the head of the treasury, con- 
ducting futures transactions, it became obvious to him that the 
bank was losing some $30 million a year in commissions, and that 
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it would be advantageous to the bank to form a commodities bro- 
kerage firm of their own. 

Senator Kerry. To capture that money itself? 

Mr. Mazur. Correct. Of course, licensing here in the United 
States would be impossible for BCCI, or certainly difficult, and so it 
was a plan of Mr. Akbar’s and the bank to defraud those who they 
submitted their applications to, to give the impression that this 
brokerage firm was not related to BCCI. As that plan began, BCCI 
pulled out, but Mr. Akbar, who had commitments from high net 
worth clients of his, decided to continue it. He therefore opened 
Capcom while he was still employed by BCCI, and then shortly 
thereafter left BCCI, became the president of Capcom, and ran that 
company. 

Senator Kerry. What is the status of Capcom today? 

Mr. Mazur. I don’t believe it’s doing business any more as a 
result of this particular case. The recorded discussions with Mr. 
Akbar, we came to learn that it was his plan to launder drug pro- 
ceeds through the transactions of Capcom. Capcom had advantages 
of doing that primarily because it had a gross transaction rate of 
roughly $90 billion in an 8-month period of time. 

Senator Kerry. $90 billion. 

Mr. Mazur. Gross transactions. 

Senator Kerry. And that’s in a span of 

Mr. Mazur. Eight months, as he described to me, and that with 
all of that activity going on, it would be easier to layer drug-related 
transactions that could not be otherwise discovered. He offered to, 
and in fact did that for us. 

Senator Kerry. Now, is that what you later discovered as you 
continued investigating, or did you discover something else, or have 
you since discovered? 

Mr. Mazur. Since that period of time, the discovery — the particu- 
lar discovery was made of funds that were owned by another indi- 
vidual in that institution, although it was certainly suspected that 
Mr. Awan’s favorite clients and Mr. Bilgrami’s favorite clients like 
myself would be shifted to Capcom, and as it turned out that was 
the case, and in part some of General Noriega’s money was han- 
dled through Capcom at or near the same time of the transactions 
that were carried out on my behalf, and while I was in discussion 
with Mr. Akbar. 

Senator Kerry. How much drug money do you believe was being 
laundered through Capcom? 

Mr. Mazur. I don’t know, sir. 

Senator Kerry. How much drug money do you believe was being 
money laundered through BCCI? 

Mr. Mazur. I think it would be safe to say untold amounts. The 
client list includes a number of the higher profiled 

Senator Kerry. Untold amounts, I mean, what are we talking 
about, $15 million? 

Mr. Mazur. Fifteen what? 

Senator Kerry. Million dollars. 

Mr. Mazur. Maybe for one client. In speculation, maybe for one 
client. Certainly not in total. 

Senator Kerry. Are you talking about hundreds of millions, bil- 
lions? 
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Mr. Mazur. I would say probably hundreds of millions, but that 
again is speculation, and just based upon a consideration of who 
clients were, and the type of balances that were in the accounts. 

Senator Kerry. Well, at that time you had information about 
France, Luxembourg, Switzerland, other countries, am I right — 
Panama, Colombia. The effort down in Tampa and so forth, how 
much did you launder through just in the Sea Chase operation? 

Mr. Mazur. Through BCCI, I think approximately $14 million, 
which was — and I want to point this out, because it is something 
you need to consider when you’re doing these types Of operations, 
and I think it was considered in this right up front. 

You don’t want to become the world’s best money launderer, be- 
cause you’re promoting crime as you’re gathering evidence, and it 
was our plan to in fact launder a minimal amount of money while 
getting the ma xi mu m amount of information, and in comparison to 
some of the prior efforts, I think that’s one thing that can be posi- 
tively said about the Sea Chase operation. Others I know wound up 
in a position of handling several hundred million dollars, and in 
this instance we were able to contain it to roughly $34 million in 
total, $14 million through BCCI. 

Senator Kerry. What other agencies of the U.S. Government 
were investigating Capcom? 

Mr. Mazur. At what particular time are we speaking of now, sir? 

Senator Kerry. I’m talking about 1988, 1989. 

Mr. Mazur. In 1989, I’m sure the Commodities Exchange Com- 
mission, the regulatory agencies involved in commodities ex- 
changes would be in Chicago, because they directly received infor- 
mation about Capcom’s activities in Chicago from Tampa. 

Senator Kerry. Was there mirror-image trading going on at 
Capcom? 

Mr. Mazur. Yes. That was the principal means. 

Senator Kerry. Could you describe how that was done? 

Mr. Mazur. Yes, sir. It was the plan of Mr. Akbar to create ac- 
counts in the names of several different Shell corporations, foreign 
corporations established in countries that have laws that prevent 
you from knowing the true beneficial owners of corporations and 
that, on behalf of those corporations, after receiving an amount of 
money from us he would place an order to both buy and sell a com- 
modity at the exact same time, ensuring no loss or gain, charging 
us the fees that would otherwise be related to those transactions, 
and then disbursing the funds to us through a third-party broker. 

He dealt with some 30 third-party brokers throughout the world, 
so in effect you could put money in, in either Chicago or London, 
and in fact New York, because that’s where the London Capcom 
office had one of its accounts, and you could later receive it in the 
name of a third-party broker such as Merrill Lynch or Prudential 
Bache in Tokyo, or wherever it is you wanted it, and considering 
the fact that it was scrambled amongst $90 billion in transactions, 
it would take forever for anyone to ever find it. 

Senator Kerry. Do you believe that Capcom was used as a deliv- 
ery system to pay off politicians and Government officials? 

Mr. Mazur. I don’t know, sir. 

Senator Kerry. You don’t have any knowledge of that? 
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Mr. Mazur. I have no knowledge of whether it did or didn’t 
occur. 

Senator Kerry. Do you know what banks and brokerage houses 
are being used by Capcom? 

Mr. Mazur. I was advised of a number of different banks during 
the recorded meetings with Mr. Akbar. I remember him mention- 
ing to me Manufacturers Hanover. I can’t recall if more was said, 
but the record will speak for itself. Those are recorded conversa- 
tions. 

Senator Kerry. Did you convey your suspicions about Capcom to 
any other Government officials? 

Mr. Mazur. Directly back to those people involved in the Tampa 
prosecution. 

Senator Kerry. How close were you to fully understanding the 
operations of Capcom at the time that the Tampa BCCI was taken 
down? 

Mr. Mazur. I would assess it as having my foot in the door at 
that stage. 

Senator Kerry. Have you heard from other Customs or IRS 
agents of investigations involving money laundering in offshore 
banks that were stopped at the request or insistence of any intelli- 
gence agencies? 

Mr. Mazur. I don’t recall that. 

Senator Kerry. Operation Lone Star. 

Mr. Mazur. I’m not familiar with that, sir. 

Senator Kerry. Customs Commissioner William von Raab testi- 
fied that Customs agents found CIA accounts at BCCI. Did you 
have any personal knowledge of any CIA accounts that existed at 
the bank? 

Mr. Mazur. No, sir. 

Senator Kerry. Do you have any knowledge — when you men- 
tioned that Mr. Awan was being told to leave the country, did he 
say any reason why with respect to that? I mean, did he talk about 
any threats of General Noriega, or anything like that, or was it 
simply to avoid appearing before the committee? 

Mr. Mazur. No. The threat issue seemed- from my perspective to 
be a recent invention. The purpose was specifically said that it was 
for the purpose of frustrating and preventing him from appearing 
relative to the subpoena. 

Senator Kerry. In late March 1989 — well, let me ask this first. 
Did you ever meet Jack Blum? 

Mr. Mazur. No, sir. 

Senator Kerry. Did you ever have occasion to see any memoran- 
da with respect to any of the information that he provided to the 
agency or to you? 

Mr. Mazur. It’s possible I might have quickly seen — at that point 
in time I was very much involved in transcribing. 

Senator Kerry. Senator Brown. 

Senator Brown. We focus somewhat in these hearings on the 
motives involved. In the Tampa deliberations and the case brought 
in Florida, is there value to getting convictions in Florida so that 
you can follow up on other leads elsewhere around the country? 

Mr. Mazur. Most definitely. 

Senator Brown. Why is that of value? What connection is there? 
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Mr. Mazur. Because once a defendant is in fact convicted, the 
Government has the opportunity to call them before a grand jury 
and compel their testimony with respect to crimes they have 
knowledge of. It puts them in a position of either answering truth- 
fully or perjuring themselves and facing future prosecution, or 
being found in contempt and having to be incarcerated for a longer 
period of time. Those options often cause for the Government to be 
in receipt of a lot of information from the defendant because of the 
predicament they find themselves in. 

Senator Brown. I am trying to pick the best way to follow up on 
all of this because of its incredible scope. Would the best strategy 
be to get some convictions and then follow the information that 
those convictions provide you to other areas, other leads, or to not 
bring that action and to try and follow the leads? First, it strikes 
me as basically a question of tradeoffs to some extent. 

Mr. Mazur. Well, I think especially in this instance, but in most, 
when both options exist it is in your best interest, if it is an ex- 
tremely important matter, to do both, because you may find after a 
lengthy effort it was certainly anticipated that the result that oc- 
curred was a just result and would have occurred, but sometimes 
that doesn’t happen, and at that point in time one would be left 
with nothing having occurred in the last 2 years. 

But there are also things that are outside, possibly, the knowl- 
edge of some of those defendants which can be gained by the Gov- 
ernment through an active investigation during that timeframe 
and may also be helpful in questioning them when that time does 
come. 

Senator Brown. Thus, the need to do both. 

Mr. Mazur. I believe so. 

Senator Brown. In these circumstances — and I recognize that 
you may not have been involved in all of this, but from what you 
know, have those convictions been helpful in generating additional 
leads, or additional evidence? 

Mr. Mazur. I believe they have been helpful. 

Senator Brown. Thank you. 

Senator Kerry. Mr. Mazur, with respect to your testimony today, 
has anybody — were you required to meet with any people to review 
your testimony before you came here? 

Mr. Mazur. Not for the purpose of reviewing my testimony, but I 
did have a meeting yesterday — in fact, shortly before I came to 
your office — where members from the Department of Justice, 
Treasury, and Customs enlightened me somewhat about what I 
could expect in the way of the procedure, and we did speak about 
that, the layout of the room and the procedures that one should 
follow. 

I have been questioned on prior occasions by representatives 
from Customs, from Treasury, from the Department of Justice, and 
from other subcommittees about matters related to this. 

Senator Kerry. Is there anything that you feel uncomfortable 
about or constrained, somehow, not to share with the committee 
for any reason? 

Mr. Mazur. No, sir. There is one matter that I think maybe in 
closed session I would like to make mention of. Other than that, 
no, and I would like to say that at no time has anyone from the 
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Department of Justice or the Drug Enforcement Administration 
been anything other than completely supportive of my answering 
the questions as I know. 

Senator Kerry. Is there anything that you have not been asked 
about that you think the committee ought to be aware of, or any 
issues that we have not raised that somehow the committee should 
understand in trying to understand the sequence here? 

Mr. Mazur. If it is at all possible, because of the breadth of the 
subject, if I might be given the opportunity to think about that and 
possibly provide in writing or in some way, something that might 
fall into that category. But as I sit here now, I can’t think of some- 
thing other than the one issue that I think you should be aware of. 

Senator Kerry. Fair enough, and why do we not then leave — as I 
said earlier, we will leave the record open with respect to that and 
then we will return and hopefully have a chance, perhaps in closed 
session, to follow up on some of that if necessary, and we will plan 
to do that at the appropriate time. 

Let me just say that there is a lot of detail, and this is a hearing 
and not a deposition, and not a sort of formal process of any kind, 
and we are not there for delving into a lot of the detail that clearly 
is there. It might be that in closed session or otherwise, with the 
record open, we may want to submit some questions to you, yet, for 
the record in order to complete it, but I think the basic picture and 
story has adequately been told by you, and we certainly appreciate 
that. 

I want to reemphasize what Senator Brown has said. Your being 
here is important in understanding how all of these work, and the 
difficulties, and there are difficulties. I have been the first to ac- 
knowledge that there is nothing easy in pulling together various 
agencies and in making some of the choices, when you are as out- 
gunned in many ways — and that is a bad term, probably, but as we 
are against some of these corporate entities, as well as against 
some of these criminal entities. 

I join Senator Brown and others in paying huge respect to you 
and to your colleagues, to those who are not here, to your partners 
in this, and to the other people who are on the front line thing to 
make these things work. 

I think it is better to talk about those things and air those things 
than to simply leave them closeted up, so that you are out there 
feeling like you are in that desert with the army keep coming at 
you and coming at you, and you do not feel like you are getting 
any help. 

Believe it or not, we are here to try to help, and I hope that 
somehow we will be able to do that. But I pay my respect to you for 
your commitment and for your dedication here, and I certainly 
hope that no one will feel other than that you have once again 
tried to serve here today, and that this does not represent any kind 
of breach of etiquette, or stepping out of the line, or so forth. 
You’re not here willfully. I understand that. You are here at suf- 
ferance, as I know are some of the other participants, but we think 
it is important. 

Now, in order to deal with the issue of security, we are going to 
recess the committee momentarily. I am going to ask all spectators 
and prospective witnesses if they would vacate the room so that 
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Mr. Mazur can leave separately and the camera room shut, and 
before that let me say it is now 12:30 p.m., so I will reconvene. 

Senator Riegle I think is asking me to do an amendment on the 
floor on the banking bill. I am not sure whether I will have to, or 
have time, but we will try to reconvene promptly at 2 p.m. if possi- 
ble, and we stand in recess. 

Before we recess, let me just check one thing. [Pause.] 

Senator Kerry. Let me just also say that on the letter that we 
referenced, I am going to put that in the record, but it is substan- 
tially redacted in order to protect any individuals within the de- 
partment, et cetera, or some of the statements that were made 
therein that are not substantiated and do not have a countercom- 
ment, so we are redacting those. 

We stand in recess until 2 p.m. 

[The information referred to follows:] 
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P.O. Box 23223 
Tampa, Florida 33623 
April 3, 1991 


Commissioner Carol Hallett 
U.S. Customs Service 
1301 Constitution Avenue NW 
Washington O.C., 20229 


Dear Mrs. Hallett, 


With very mixed emotions, I'm writing you this letter to 
inform you that I have applied for a position with the Drug 
Enforcement Administration and have informally been advised 
of my imminent appointment. Although I am excited about 
embarking on a new career with the DEA, I regret that the 
conditions that caused me to consider options to my career 
with Customs still exist. As I prepare to leave the world of 
U.S t hope that in s c .t. « ~ay my l«=avij. s the 

service will give you and many others the strength to 
confront the inadequacies and injustices that have led me, 
and is leading other respected agents, . to leave the U.S. 
Customs Service in North Florida. Due to the nature of the 
problems in Tampa, I and others feel the severity of Tampa's 

prnh 1 gniff Will not I nnl eee uiA «#rri f iro nur 

careers with Customs. 


I am not a disgruntled agent. I have received outstanding 
evaluations throughout my ninteen (19) year career as a 
Special Agent. I've received innumerable awards, and I have 
twice been recognized with national awards from the 
Association of Federal Investigators. I don't refer to my 
record for any reason other than to attempt to establish a 
basis from which an impartial judge of facts can weigh my 
credibility. 


There are several key personnel within and outside of Customs 
who are not influenced by the " networking" and manipulation 
in Tampa, and I encourage you to explore these matters with 
individuals like U.S. Customs and 

Assistant U.S. Attorney Mark Jackowski. the 

Gr oup Su pervisor of the C-Chase group for 

His superior professional ism and management skills 
are the major reason for our successful trial preparation 
concerning the C-Chase defendants. Mr. Jackowski was the 
Assistant O.S. Attorney that successfully guided C-Chase 
through it's covert, pre-trial and trial stages over a four 
(4) year period. 


I know that my formally advising you of the deplorable 
conditions in Tampa could cause some individuals in my new 
professional circle to question my loyalty, but it is simply 
out of my love for this country and our critical need for 
ethical government that I think its appropriate to respond 
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to Jem Bangley's request fer my candor. 

nav* o th i n g but the greatest respect for the mission of 
the U.S. Customs Service, and I am especially proud to have 
served in "the war on drugs" with many fine men and women 
within Customs. The achievements that we have made in Tampa 
over the past three years have been made despi te the repea ted 
undermining of our work by certain 

personnel who are well known within the Customs Service to 
have allowed their actions to be corrupted by a number of 

factors, i ncl udi t 



Unfortunately, the debilitating condition in Tamos h^e 
__ .i.;a. lagaoi e proportions and now threatens the ethics, 

morality and legality of the Customs Service in North 
Florida. Morale and meaningful productivity in the office is 
at an ail time low, intei — agency rel ati onshi ps are shaken by 
mistrust, and the reputation Customs once had as a premier 
federal agency has been destroyed. 

When the covert operation called C-Chase was tw o- th ir d s 
and 

transformed the motives of management decisions from a 
healthy mentality guided by the interests of the government 
to a dysfunctional leadership guided predominantly by 
personal agendas. If it hadn't been for the nearly two years 
of achievement prior to March 1988, the ultimate outcome 
would also have been lost. The outcome of the case, while 
notable, was considerably less than what it could have been. 
The indictment of additional defendants and the seizure of 
substantially more drug proceeds was lost, directly as a 
result of the application of inadequate resources by 

to the investigation. This opinion is shared by 
individuals meaningfully involved in the successes preserved 
within Operation C-Chase, including the lead prosecutor (See 
Attachment A, Memo of AUSA J acko^ski . page 4). 


The gross inadequacies realized via the overt investigative 
process within Operation C-Chase was forecast, in writing, to 
MHniM frequently over the past three years by 
individuals, including myself. The efforts by me and others 
to professionally express concerns about Operation C-Chase, 
via the chain of command, were unfortunately misinterpreted 
by as a personal affront that became so 

personalized that it precipitated nothing but vindictive and 
: r C'!‘ pc * r attacks against us e^a the csss. Under 

iirsctic-'. the C-Cha3- agents have suffered through: 

- tr.e assignment of critical matters to unqualified 
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agents for personal reasons, Thus undermining easily 
attainable major goals, 

- no secretary for two years, ' 

- the drastic understaf f ing of senior agents truly 
experienced in financial investigation*, and 

- the repeated ahuffling of different supervisors and 
acting supervisors, thus impeding consistency. 


With 
1 ) 


2 ) 
3 ) 


4) 

5 > 

6 ) 


7) 


respect to myself, H — has : 

threatened me 

three separate occasions, simply bacaus eTy good faith 
and appropriate actions conflicted with personal 

<*areer goals. 

attempted to coerce management personnel to improperly 
and unfairly execute my employee evaluation, 
attempted to illegally breach the doctor-patient 
relationship between a doctor and me, as well as the 
relationship between this same doctor and my wife, 
improperly prevented my supervisor from submitting me 
for a financial award. 

lied to Customs personnel and a foreign official in 
£j *. sffc. : to prevent me from reoresenting U. S Customs 
at an international seminar. 

made false and derogatory statements to Customs 
employees and foreign law enforcement authorities 
relative to my mental health, despite having specific 
information to the contrary from a qualified 
professional . 

denied me the resources and privledges normally 
extended to S/A's, thus impeding my ability to perform 
my duties proficiently. 


has taken similar improper punitive actions 
against other employees. I have been informed by my 
co-workers that actions have included: 

- abusing power by causing an employee to be 
audited by the IRS for unjustified reasons. 

- unfairly pursuing actions concerning alleged 
misconduct. 



For the sake of my Customs colleagues, l wish the unwarranted 
•actions inflicted upon the C-Chase investigation were 
atypical, but they are not. Un f or tunatel y my experiences in 
Tampa are customary. 1^ good conscience, I can't disserve 
the public by devfllopi^P ^nothtr BCCI type case within such a 
dysfunctional BBHfr leadership. 


Recently on ”60 Minutes" , U. S. Senator John Kerry 
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rhetorically questioned why federal government agencies 
failed to pursue the natural follow-up matters related to 
8CCI < principal ly alleged criminal offenses by /former 
Secretary cf Defense Clark Clifford). As it relates to the 
U.S. Customs Service, 1 believe the answer to Senator Kerry's 
question can be found within this letter. 


Thank you very much for your kind and thoughtful letter of 
December 17, 1990. I will sorely miss the sincerity of 

people like yourself, 

« n d others in Customs. I'm proud of what we 
accomplished together, under very adverse conditions. My 
greatest regret is that my transfer to DEA will probably 


preclude me from continuing my recent opportunity to organira 
and direct the follow-up investigation of BCCI in Tampa. 

If the follow-up investigation is well organized, supported 
and coordinated, it should produce the most significant money 
laundering prosecution ever achieved in the world community. 


Although I recognize that my premature notice to you of these 
matters could work t-o my 5 \ r i —cr. t , I filt it ..33 ... 7 

ethical and moral obligation to provide you with this advance 
notice because of the complexity of my current assignment. 

It will probably take a considerable time to brief my 
replacement and coordinate these matters with other agencies. 

I genuinely want to ensure that the recent momentum of the 
BCCI follow-up investigation is maintained, for the sake of 
the law enforcement community and the public we serve. 

As soon as I am informed of a reporting date by DEA, I would 
like to contact you or John Heneley to coordinate my 
resignation in a fair and orderly manner. 





cc : Joh Hen9ley 


Attachment 
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[Whereupon, at 12:25 p.m., the subcommittee adjourned, to recon- 
vene at 2:20 p.m., the same day.] 

AFTERNOON SESSION 

The subcommittee met, pursuant to notice, at 2:20 p.m., in room 
SH-216, Hart Senate Office Building, Hon. John F. Kerry (chair- 
man of the subcommittee) presiding. 

Present: Senators Kerry, Brown, and JVofFord. 

Senator Kerry. The hearing will come to order. My apologies to 
all for the delay. We are in the throes of, I think you know, trying 
to finish up on a number of pieces of legislation and hopefully, 
wrap up this session. 

And the result is that there are about five conference reports 
and various different last minute dealings that we were all deeply 
involved in. 

And I had a couple of things on the banking bill that I needed to 
talk to the chairman of the banking bill, so my apologies for begin- 
ning this late. 

Let me ask each of you if you would rise so I may swear you in, 
if you raise your right hands. 

Do you swear to tell the truth, the whole truth, and nothing but 
the truth, so help you God? 

Mr. Genzman. I do. 

Mr. Kehoe. I do. 

Mr. Jackowski. I do. 

Senator Kerry. Gentlemen, let me say as is customary, we will 
place your full statements in the record as if read and if you could 
each take 10 minutes, which I think is a fairly lengthy amount of 
time to try to summarize, it might not be adequate to get the whole 
statement in for one or two of you. I do not know. But then we will 
proceed to ask questions and obviously if there are areas that you 
want to fill in on, you will be free to do so during the course of that 
time. Are you leading off, Mr. Genzman? 

TESTIMONY OF ROBERT GENZMAN, U.S. ATTORNEY FOR THE 

MIDDLE DISTRICT OF FLORIDA; ACCOMPANIED BY MARK 

JACKOWSKI, ASSISTANT U.S. ATTORNEY, AND GREGORY 

KEHOE, FIRST ASSISTANT TO THE U.S. ATTORNEY FOR THE 

MIDDLE DISTRICT OF FLORIDA 

Mr. Genzman. Yes, sir, Mr. Chairman, only two of us have state- 
ments and we will try to be brief. 

Good afternoon, Mr. Chairman, my name is Robert Genzman and 
I am the U.S. attorney for the middle district of Florida and I have 
held that position since September 1988. 

With me, to my left, are first assistant U.S. attorney, Gregory W. 
Kehoe and then assistant U.S. attorney, Mark V. Jackowski. 

The Bank of Credit and Commerce International and five of its 
officers were convicted of money laundering in Tampa in 1990. The 
bank paid the largest penalty ever imposed against a financial in- 
stitution in the history of the United States and all five officers re- 
ceived substantial prison terms. 

I consider the Tampa prosecution of BCCI to be a great achieve- 
ment for Federal law enforcement and so do the professional pros- 



716 


ecutors of our office, as well as the law enforcement agents with 
whom they worked. 

I appreciate this opportunity to address our handling of the BCCI 
case. And let me add, Mr. Chairman, that we appreciate your com- 
ments this morning about the dedication and performance of the 
investigators and prosecutors in the case. 

The Justice Department first became involved in what eventual- 
ly became the BCCI case in 1986, when the Customs Service ad- 
vised the U.S. attorney’s office that it was beginning an undercover 
operation, known then as Operation C-Chase. The details of C- 
Chase have been related before and I won’t repeat those details 
now. 

Significantly, by the time the undercover operation was finished, 
the undercover agents had laundered some $14 million through 
BCCI, with the knowledge of the bank officials. The undercover in- 
vestigation concluded in October 1988 and of course, the $14 mil- 
lion in drug money that had been laundered through the bank was 
long gone at that time. 

But at the time of the arrest, the Federal court issued a restrain- 
ing order, shutting down BCCI’s operations until the bank ajgreed 
to post a bond. So that BCCI was forced to transfer $14 million of 
its own money to the United States to hold, pending the outcome of 
the trial. 

The period between the October 1988 takedown and the July 
1990 conclusion of a 7-month trial stretched the investigative and 
prosecutorial resources of the Customs Service, the IRS, and the 
U.S. attorney’s office to the breaking point. 

There were three principal factors contributing to that problem. 
First, C-Chase was an extremely complex, 2-year international un- 
dercover operation. Under any circumstances, the pretrial prepara- 
tion and the trial would have consumed substantial prosecutorial 
and investigative resources. 

Second, the defense attorneys in this case adopted a scorched- 
earth strategy and filed hundreds of motions and briefs on every 
imaginable subject. 

Third, more than 2,000 face-to-face meetings or telephone Conver- 
sations were taped in the course of the undercover investigation 
and most had not been transcribed for security reasons at the time 
of the takedown. Many of the conversations were in Spanish and 
Urdu and many of them were nearly inaudible. 

All of the tapes had to be transcribed and then reviewed by the 
undercover agent for accuracy. The amount of resources devoted to 
C-Chase by the Customs Service was and is a matter of debate. It 
should be remembered, however, that the investigation and the 
prosecution were not substantially impeded as a result of any al- 
leged lack of resources. 

It’s undisputed that the case was brought to an extremely suc- 
cessful conclusion with the conviction of the bank and five of its 
officers and the imposition of the largest monetary penalty to date 
against a financial institution. 

More resources could always be added in a case of this magni- 
tude and complexity. While agents and prosecutors had to put in 
very long hours and work under severe time constraints along the 
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way to bring this case to a successful conclusion, that is a regular, 
albeit unfortunate fact, of law enforcement. 

Law enforcement resources are not infinite. They are extremely 
scarce. Every agent added to a large case has to be pulled off an- 
other case. And every huge case was in similar problems and C- 
Chase, again, was an unusually difficult case. 

I’d like to address the plea agreement briefly. First, the indict- 
ment, among other defendants, BCCI and five of its officers with 
various drug conspiracy and various money laundering violations. 
In January 1990, on the eve of trial, the Government entered into a 
plea agreement with the bank. 

The five individual defendants did proceed to trial. All five were 
convicted at the conclusion of the trial in July 1990 and received 
lengthy prison terms ranging up to 12 V 2 years. 

In the plea agreement with the corporation — let me start over. 
The plea agreement with the corporation was entered into for a 
number of reasons. First, the Government secured the conviction of 
the bank, one of its principal goals. Second, eliminating the corpo- 
ration from the trial prevented a recurrence of a problem confront- 
ed in the 1986 case against the Bank of New England for money 
laundering, where that corporation was convicted, but all the indi- 
vidual defendants were acquitted. 

Third, BCCI agreed to a number of substantial terms beyond the 
plea of guilty, including cooperation with the Government and a 
probation condition which incorporated the terms of its consent 
decree with the Federal Reserve. 

Most importantly, however, the Government had been threat- 
ened with an adverse legal ruling, which would have substantially 
reduced the amount of any financial penalty that could be imposed 
against the bank, had it gone to trial. 

The $14 million was forfeitable only if the bank was convicted of 
drug conspiracy. If the Government was not able to prove the drug 
case, it would have had to return the $14 million to BCCI. 

And one of the hundreds of motions filed by defense counsel in 
the pretrial stage was a motion to dismiss the drug conspiracy 
count. In December 1989, the district judge ruled that the Govern- 
ment could not convict BCCI as a drug conspirator solely on the 
evidence that it was laundering the drug proceeds. 

Notwithstanding legal precedent to the contrary, the judge stated 
that if the Government persisted in pursuing the drug conspiracy 
charges against the bank, he would dismiss that count. The effect 
of the court’s ruling was to eliminate the possibility of a $14 mil- 
lion forfeiture against that bank. 

That ruling had a profound effect on the plea negotiations. The 
bank’s attorneys had been attempting to have the $14 million for- 
feiture count dropped from the indictment from the outset. Earlier 
they had suggested that the bank would plead guilty if the drug 
count and the forfeiture claim were dismissed. 

We had rejected that offer but now it appeared that the trial 
judge was about to dismiss the drug count and give the bank exact- 
ly what it wanted. Consequently, the plea negotiations began again. 

I want to emphasize that at all times these pretrial negotiations 
were handled exclusively by career prosecutors in Tampa, Gregory 
W. Kehoe, the first assistant U.S. attorney, and Terry A. Zitek, the 
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Chief of the Criminal Division. As a House subcommittee staff 
report found, no one in the Department of Justice in Washington 
was involved in any way in trying to undercut the plea negotia- 
tions at any stage. Mr. Kehoe and Mr. Zitek negotiated a plea 
agreement with the bank. I approved it and sent it to Washington 
and Mark Richard, a career Deputy Assistant Attorney General in 
the Criminal Division, approved it without change. 

It was an excellent plea agreement for the Government then, 
and it is an excellent plea agreement for the Government now. 
Under that plea agreement, BCCI pled guilty to all counts, other 
than the drug conspiracy count which the judge indicated he in- 
tended to dismiss. 

A cease and desist order issued in 1989 by the Federal Reserve, 
directing BCCI to refrain from money laundering activities, was 
made a part of that agreement. In compliance with that order was 
made a condition of BCCI’s probation. 

The plea agreement also required BCCI to cooperate with the 
Government in the future. BCCI did, in fact, cooperate and its coop- 
eration during the 7-month trial against the individual defendants 
in 1990 was utilized in obtaining the convictions and the resulting 
jail sentences against those individuals. 

Moreover, in the plea agreement, BCCI agreed by stipulation to 
forfeit the money that had been seized at the time of the arrest. 
With interest, that amount now came to $15 million. That was ex- 
tremely significant for several reasons. 

First, this was the largest amount of money ever obtained from a 
bank as either a fine or a forfeiture in any money laundering case. 
It was three times the previous record and represents nearly half 
of all the money paid in fines and forfeitures by all the financial 
institutions convicted of money laundering since 1986. 

Second, the $14 million forfeiture represented a vastly higher 
sum than could possibly have been obtained as a realistic matter in 
the form of a fine. In short, if we had gone to trial, we almost cer- 
tainly, because of the judge’s ruling on the drug conspiracy count, 
we were almost certainly going to be giving most of the $14 million 
bond back to BCCI. 

By accepting the guilty plea, we were able to forfeit all of that 
money, plus interest, share it with foreign law enforcement agen- 
cies in the United Kingdom and France that had assisted in this 
particular investigation, and use it ourselves directly in the war on 
drugs. 

The plea agreement has been criticized by the press and by a 
number of witnesses at various congressional hearings. I’m grati- 
fied that the House subcommittee staff report has found these criti- 
cisms to be inaccurate and unwarranted. According to that staff 
report, recent criticisms that the plea agreement was unduly le- 
nient would appear to be inaccurate. 

I want to deal with the most common misconceptions. No. 1, why 
did the Justice Department settle for $15 million in the Tampa 
case when the Federal Reserve, just this past summer, was able to 
fine BCCI $200 million? First, let me emphasize that fine has not 
been collected. 

But first, as I’ve already explained, the Tampa case was a money 
laundering case involving $14 million. Because that was the 
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amount of money that was laundered and that was the crime that 
BCCI committed, those were the facts that we could prove in court. 
The maximum fine was limited by the amount of money involved 
in the offense. 

We cannot just pick numbers out of the air and impose fines 
based on what we suspect about a defendant’s other activities. A 
fine must be based on what we can prove beyond a reasonable 
doubt. 

Second, those who used the $200 million fine figure imposed by 
the Federal Reserve in July as an example of what the Justice De- 
partment should have obtained are confusing apples with oranges. 
These are simply two cases for which BCCI has been punished sep- 
arately according to the law that applied in each offense. 

No. 2, why didn’t the Justice Department revoke BCCTs license 
to do business after it was convicted? It was and it still is legally 
impossible for the Department to compel BCCI to cease operations. 
None of the provisions in the statutes passed by Congress to which 
BCCI pleaded guilty permit the revocation of a bank’s charter. 

Going to trial against BCCI instead of taking that guilty plea 
would not have altered that fact. The authority to revoke a finan- 
cial institution’s charter is a responsibility of the Federal Reserve 
Board and appropriate State agencies, not the Justice Department. 
The plea agreement did not, of course, preclude any such regula- 
tory action. 

No. 3, did the Tampa case involve only the corporation and mid- 
level employees? Why were no high-level officials charged? 

Well, first the defendants in the original BCCI case were not low- 
level bookkeepers. They were senior management officials with 
substantial responsibility for BCCI’s operations in much of the 
Western Hemisphere. Moreover, as our recent indictment of BCCI’s 
present and other top officers makes clear, it was never our inten- 
tion to simply stop investigating BCCI after that first indictment. 

The 1988 indictment and the subsequent plea agreement and the 
trial were the best way to obtain the evidence needed to convict 
even higher level officials. And we think the new indictment 
proves that we were right. 

Some have suggested that we should have taken the bank to trial 
and worked out a deal to get the cooperation of the individual de- 
fendants. There are a number of reasons why we did not pursue 
that strategy. 

First, our view is that individuals who commit a crime should be 
held responsible. Putting just a corporation on trial while the indi- 
viduals who committed the offense all sit as Government witnesses 
can be an empty exercise. 

Second, it is higher unlikely that the BCCI employees indicted in 
Tampa were going to cooperate unless they were convicted and sen- 
tenced to prison. 

Third, putting a defendant on trial, excuse me, putting a corpo- 
rate defendant on trial with its employees is a risky undertaking. 
In two of the recent cases where a bank and its employees stood 
trial together, that is the Bank of New England in 1986 and the 
LBS Bank in 1990, the jury convicted the bank but let the individ- 
ual defendants go. 
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And finally, as I mentioned before, if we had gone to trial 
against the bank, the court would have dismissed the drug conspir- 
acy count and the forfeiture count and we would have been left 
with a much smaller monetary penalty. 

If there is any doubt about this strategy, it was dispelled in Sep- 
tember when we announced a new indictment, charging high-level 
BCCI officials with conspiracy to commit the money laundering vio- 
lations previously prosecuted in Tampa as well as various addition- 
al offenses. 

That indictment was obtained in part as a result of the criminal 
convictions of witnesses now cooperating with the Government. 
That indictment also demonstrates that the prosecutors in Tampa 
had been working for the past IV 2 years to pursue this case as high 
as it leads in the BCCI hierarchy. 

No. 4, did the Government, as part of the plea agreement, agree 
not to bring any future prosecutions? The plea agreement con- 
tained relatively standard language, committing the U.S. attorney’s 
office for our district not to prosecute BCCI for any other Federal 
criminal offense then known to the Government. 

This is by far the most understood, misunderstood part of the 
plea agreement. First the plea agreement does not bar future pros- 
ecution of any individual, whether an official of BCCI or not. The 
plea applies only to the bank. It does not prevent the U.S. attorney 
in Tampa or any other prosecutor, State or Federal, from prosecut- 
ing any individual from the president of BCCI on down. 

Indeed, we recently indicted the president of BCCI, other high- 
ranking BCCI officials, Medellin cartel kingpins, and other cartel 
members for money laundering offenses related to Operation C- 
Chase. 

Witnesses who have testified before this subcommittee that the 
plea agreement somehow protects corporate officials and other in- 
dividuals, either do not know what they are talking about or have 
chosen to intentionally mislead Congress, the press, and the public. 

Second, as the House subcommittee staff report makes clear, the 
plea agreement relates only to the U.S. attorney in Tampa. It does 
not bar any other prosecutors, State or Federal, from prosecuting 
BCCI itself for any offense. 

Paragraph 16 of the plea agreement, a public document, is per- 
fectly clear. It is further understood that this agreement is limited 
to the office of the U.S. attorney for the middle district of Florida 
and cannot bind any other Federal, State, or local prosecuting au- 
thorities. 

That means exactly what it says. The Tampa U.S. attorney’s 
office cannot bring future charges against BCCI unless the bank 
fails to cooperate or the Government comes up with new allega- 
tions, but other offices remain free to conduct investigations and 
bring additional charges against the bank. In fact, just last week 
the Justice Department announced another indictment against 
BCCI and other high-level officers of the bank. 

What future charges would be barred by the plea agreement? At 
the August 1 hearing, several Senators asked that question. One 
witness, Mr. Von Raab, after spending hours attacking the plea 
agreement, responded, I don’t know, I don’t know the details or the 
technical side of it. 
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Mr. Jack Blum, another witness at that hearing, gave the com- 
mittee a list that he said included misrepresentations to the Fed, 
misstatements on the audit papers delivered to regulatory authori- 
ties elsewhere, falsification of all the bank’s books, aiding and abet- 
ting a variety of smuggling schemes, and bribery and other forms 
of corruption. 

Every single one of the alleged crimes that Mr. Blum listed is 
being investigated by Federal agents and prosecutors somewhere 
other than Tampa, in Washington, Miami, Atlanta, and elsewhere. 
All of those offices remain free to prosecute the bank and its affili- 
ates for any crime they undercover. In fact, BCCI and several affili- 
ates were indicted in Washington on November 15 on racketeering 
and other charges as I mentioned. 

As a U.S. attorney in Tampa, I can only prosecute crimes that 
occur in my district. If none of these crimes occurred in Tampa, 
and none appear to have occurred there at this point, we are giving 
up virtually nothing by agreeing not to prosecute them. 

No. 5, a question was raised earlier today as to why RICO 
charges were not brought against the bank, winch would have per- 
mitted — would they have permitted a more substantial forfeiture? 
It was our judgment that RICO charges should not be added to the 
indictment. Essentially, RICO charges would have greatly compli- 
cated an already complicated case. And there were concerns that 
the jury would not have been able to follow all of the charges and 
we did have jury problems in this particular case, let me add. 

RICO charges would not have added significantly to the potential 
sentence. The forfeiture provisions were viewed as unnecessary in 
light of case law supporting the charges that we already had in the 
indictment. But simply, we believe that the RICO charges would 
have added nothing and would have greatly complicated the case. 

It is absolutely untrue, as has been suggested, that the entire 
bank could have somehow been forfeited to the U.S. Government 
had RICO charges been brought in Tampa. There was simply insuf- 
ficient evidence to support such a sweeping international forfeit- 
ure. 

In conclusion, the prosecution of BCCI in Tampa was a signifi- 
cant law enforcement victory. The Department of Justice obtained 
the maximum monetary penalty from BCCI and had the responsi- 
ble BCCI executives sentenced to prison. More importantly, it was 
the first step in an ongoing investigation and prosecution which 
continues to this day. 

The criticisms of our performance have been unfounded and 
unfair. That concludes my testimony and I am prepared to answer 
your questions. 

Mr. Chairman, I understand that Mr. Jackowski has an opening 
statement. 

[The prepared statement of Robert Genzman follows:] 

Prepared Statement of Robert W. Genzman 

Mr. Chairman, my name is Robert W. Ge nzman . I am the U.S. Attorney for the 
Middle District of Florida, which includes offices in Tampa, Orlando, Jacksonville, 
and Fort Myers. I have held that position since September 1988. 

The Bank of Credit and Commerce International (“BCCI”) and five of its officers 
were convicted of money laundering in Tampa in 1990. The bank paid the largest 
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penalty ever imposed on a financial institution in the history of the United States, 
and all five officers received substantial prison terms. 

I consider the Tampa prosecution of BCd to be a great achievement for federal 
law enforcement, and so do the professional prosecutors in my office and the career 
law enforcement agents with whom they work. I appreciate the opportunity to ad- 
dress our handling of the case. 


OPERATION C-CHASE 

The Department of Justice first became involved in what eventually became the 
BCCI case in 1986, when the Customs Service advised the U.S. Attorney's Office in 
Tampa that it was beginning an undercover operation known as Operation C-Chase. 
The details of C-Chase have been related before, most recently in the testimony of 
Deputy Assistant Attorney General Paul Maloney before the Senate Banking Com- 
mittee on May 23, 1991. In sum, what happened in C-Chase was this. 

Two Customs agents, posing as professional money launderers, made contact with 
a group of money launderers based in Medellin, Colombia. The Colombians arranged 
for millions of dollars — dollars derived from cocaine sales in the United States — to 
be delivered to the agents for deposit into Florida banks. The Colombians wanted 
the agents then to wire the money from Florida to Panama where it could be depos- 
ited into dollar-denominated accounts and converted into untraceable checks that 
would be sold on the black market in Medellin, Colombia. In this way, the Colombi- 
ans would collect the payment for the drugs they had exported to the United States. 
All the agents had to do, aside from depositing the cash in Florida, was to open an 
account in a Panamanian bank in the name of a phony corporation. To do this, they 
chose a branch of BCCI in Panama City. 

At this time, BCCI was chosen because it was the only international bank with 
branches in Panama that also had an agency in Tampa. The undercover Customs 
agent was able to walk in off the street in Tampa and make arrangements to open 
up a Panamanian checking account simply by completing the account opening 
forms. 

In the fall of 1987, an officer of the Panama City branch of BCCI placed a tele- 
phone call to the agents in Florida. He said essentially, “I see that you are moving a 
lot of money through your account; I think you're laundering money; and I think I 
can help you do it more efficiently.” This officer's " "better idea'' was for the agents 
to stop drawing checks on the Panamanian account and instead to direct a series of 
bogus loans, collateralized by certificates of deposit, through BCCI’s branches 
around the world that would end up placing the drug proceeds in the hands of the 
Colombians in Medellin without creating any incriminating paperwork. 

The agents accepted the bank officer's proposal and were soon introduced to a 
number of other, higher ranking BCCI officers in Miami, Nassau, Paris, and 
London. These officers, all having been advised that the agents’ funds were generat- 
ed by cocaine trafficking, eagerly assisted in laundering the money through a wire 
transfer system using certificates of deposit and back-to-back loans in the manner 
that had been described. By the time the scheme was finished, the agents had laun- 
dered $14 million through BCCI with the knowledge of the bank officials. 1 

The undercover investigation concluded in October 1988. The Customs agents 
staged a phony bachelor party to which all of the BCCI officers involved in the 
scheme were invited, and five of them were arrested. Of course, the $14 million in 
drug money that had been laundered through the bank was long gone; but at the 
time of the arrests, a federal court issued a restraining order shutting down BCCI’s 
operations until the bank agreed to post a bond in an amount equal to amount of 
money that had been laundered. Thus BCCI was forced to transfer $14 million of its 
own money to the United States to hold pending the outcome of the trial. 

RESOURCES DEVOTED TO C-CHASE 

The period between the October 1988 takedown and the July 1990 conclusion of 
the trial stretched investigative and prosecutorial resources of the Customs Service, 
IRS, and U.S. Attorney's Office in Tampa to the breaking point. There were three 
principal factors contributing to the problem. 


1 The agents in Operation C-Chase laundered a total of $33 million for the Colombians. Ap- 
proximately $17 million was laundered through other banks and was not part of the BCCI case. 
Another $2 million was laundered through BCCI before the bank’s officers were informed that 
the money was drug proceeds. 
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First, C-Chase was an extremely complex 2-year international undercover oper- 
ation. Under any circumstances, the pretrial preparation and trial would have con- 
sumed substantial prosecutorial and investigative resources. 

Second, the defense lawyers in the case (who were paid by the bank) adopted a 
“scorched earth” strategy and filed hundreds of motions and briefs on every imagi- 
nable topic. 2 3 

Third, more than 2,000 face-to-face meetings or telephone conversations were 
taped in the course of the undercover investigation, and most had not been tran- 
scribed, for security reasons, at the time of the takedown. Many of the recorded con- 
versations were in Spanish and Urdu, and many of them were nearly inaudible. All 
of the tapes had to be transcribed and then reviewed by the undercover agent for 
accuracy. 

The prosecution team consisted principally of two experienced Assistant U.S. At- 
torneys, Mark V. Jackowski and Michael L. Rubinstein, with assistance from other 
prosecutors as necessary. The investigative team consisted of both Customs and IRS 
agents. At its 1989-90 peak, there were eight Customs agents, six IRS agents, and 
four investigative aides, all assigned full-time. In addition, a variety of supervisory 
personnel were involved in the management of the IRS and Customs teams. 

During the pretrial period, prosecutors from our office and the investigating 
agents asked several times for additional resources from the Customs Service to 
help with the workload. Although they received additional resources from Customs, 
they did not receive them as quickly as desired, nor in the quantities desired. 

As you know, on April 3, 1991, Special Agent Robert Mazur, the principal Cus- 
toms undercover agent, resigned from the Customs Service. One of Mr. Mazur’s 
chief complaints was “the application of inadequate resources by SAC Tampa to the 
investigation.” 8 

The amount of resources devoted to C-Chase by the Customs Service was and is a 
matter of debate. It should be remembered, however, that the investigation and 
prosecution were not substantially impeded as a result of any alleged lack of re- 
sources. It is undisputed that the case was brought to an extremely successful con- 
clusion, with the conviction of BCCI and five of its officers, and the imposition of the 
largest monetary penalty to date upon a financial institution. 

More resources could always be added to a case of this magnitude and complexity. 
While agents and prosecutors had to put in very long hours and work under severe 
time constraints along the way to bring the case to a successful conclusion, that is a 
regular, albeit unfortunate, fact of federal law enforcement. Law enforcement re- 
sources are not infinite — they are extremely scarce. Every agent added to a large 
case has to be pulled off another case. Every huge case presents similar problems, 
and C-Chase was an unusually difficult case. 

THE PLEA AGREEMENT 

The indictment charged, among other defendants, BCCI and five of its officers 
with various drug conspiracy and money laundering violations. On January 16, 
1990, on the eve of trial, the government entered into a plea agreement with BCCI. 
The five individual defendants proceeded to trial. All five were convicted at the con- 
clusion of the trial in July 1990, and received lengthy prison sentences (ranging up 
to 12% years without parole) in November 1990. 

The plea agreement with the corporation was entered into for a number of rea- 
sons. First, the government secured the conviction of the bank, one of its principal 
goals. Second, eliminating the corporation from the trial prevented a recurrence of 
the problem confronted in the 1986 Bank of New England money laundering trial, 
where the corporation was convicted and all the individual defendants were acquit- 
ted. Third, BCCI agreed to a number of substantial terms beyond its plea of guilty, 
including cooperation with the government and a probation condition which incor- 
porated the terms of its consent decree with the Federal Reserve. Most importantly, 
however, the government had been threatened with an adverse legal ruling which 
would have substantially reduced the amount of the financial penalty that could be 
imposed against the bank had it gone to trial. 


2 See , e.g.. United States v. Awan (Awan order). No. 88-330-Cr-T- 1 3B (M.D. Fla. Dec. 5, 1989); 
United States v. Awan (Ashraf order), No. 88-330-Cr-T-13B (M.D. Fla. Dec. 5, 1989) (together 
rejecting challenges to the money laundering statutes on grounds of First Amendment viola- 
tions, unconstitutional vagueness, the definition of “proceeds,” the definition of “controlled sub- 
stances,” the definition of “transportation,” duplicity, multiplicity, double jeopardy and other 
matters). 

3 Letter from Robert Mazur to U.S. Customs Commissioner Carol Hallett, April 3, 1991, at 2. 
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The indictment charged the bank and its employees with, among other things, 
money laundering (18 U.S.C. § 1956) and drug conspiracy (21 U.S.C. § 846) predicated 
on the money laundering activities. Linked to the drug conspiracy was a forfeiture 
count (21 U.S.C. § 853) that, upon conviction, would have permitted the government 
to retain the $14 million bond that had been posted at the time of the arrest. The 
money was thus forfeitable only if the bank was convicted of the drug conspiracy. If 
the government was not able to prove the drug case, it would have to return the $14 
million to BCCI. 4 

One of the hundreds of motions filed by defense counsel in the pre-trial stage was 
a motion to dismiss the drug conspiracy count. BCCI argued that even though the 
money involved in the case was drug money, a conspiracy to launder drug money 
was not the same thing as a conspiracy to distribute drugs. The government, relying 
on case law from several different circuits, responded that money laundering activi- 
ty is an integral part of the drug business, and that therefore a money launderer is 
properly chargeable with participating in a drug conspiracy. 5 

On December 5, 1989, U.S. District Judge W. Terrell Hodges ruled that the gov- 
ernment could not convict BCCI as a drug conspirator (under 21 U.S.C. § 846) solely 
on evidence that it laundered drug proceeds, notwithstanding legal precedent to the 
contrary. Judge Hodges stated that if the government persisted in pursuing drug 
conspiracy charges, he would dismiss that count of the indictment at the close of the 
government's evidence. 6 

The effect of the court’s ruling was to eliminate the possibility of a $14 million 
forfeiture against the bank under 21 U.S.C. § 853. At the time, the money launder- 
ing statute permitted only forfeiture of the bank’s profits on the laundered money 
(approximately $250,000), not the amount laundered. Furthermore, because the 
court did not formally rule on the motion pre-trial, the government could not appeal 
the decision. 

The ruling had a profound effect on the plea negotiations. The bank’s attorneys 
had been attempting to have the $14 million forfeiture count dropped from the in- 
dictment from the outset. Earlier, they had suggested that the bank would plead 
guilty if the drug count and forfeiture claim were dismissed. We had rejected that 
offer, but now it appeared that the trial judge was about to dismiss the drug count 
and give the bank exactly what it wanted. And so the plea negotiations began 
again. 7 

I want to emphasize that at all times these plea negotiations were handled exclu- 
sively by career prosecutors in Tampa: Gregory W. Kehoe, the First Assistant U.S. 
Attorney, and Terry A. Zitek, Chief of the Criminal Division. As the House Subcom- 
mittee Staff Report found, no one in the Department of Justice in Washington was 
involved in any way in trying to undercut the plea negotiations at any stage. 8 
Washington's role was merely to make legal experts available to provide legal 
advice, and to approve the plea agreement once it had been finalized in Tampa. The 
assertion by Mr. Von Raab, for example, that I was referring all kinds of decisions 
to the Department of Justice is just plain false. 9 Mr. Von Raab, I might point out, 
had already left the Customs Service by this time and thus has no way of knowing 
how the guilty plea was negotiated. 10 


4 As is discussed later, there was no applicable forfeiture statute for money laundering in 
effect at the time the offenses in this case were committed. 

5 See United States v. Orozco-Prada, 732 F.2d 1076 (2d Cir.), cert denied, 469 U.S. 845 (1984). 

6 See United States v. Awan (Ashraf order), No. 88-330-Cr-T-13B (M.D. Fla. Dec. 5, 1989), slip 
op. at 10-11 (noting that in enacting the money laundering statutes in 1986, Congress had ex- 
pressed its intention to have future money laundering cases prosecuted under those statutes and 
not under the old theory that money launderers were part of a conspiracy to commit the crime 
that generated the money being laundered). Significantly, at the trial of the individual defend- 
ants, the trial judge granted a Rule 29 motion dismissing the drug conspiracy count against all 
remaining defendants for these reasons. 

7 See “Subcommittee Staff Report Regarding Federal Law Enforcement’s Handling of Allega- 
tions Involving the Bank of Credit and Commerce International,” September 5, 1991, at 20-23. 

8 Id at 24-25. (“The Subcommittee staff has found no credible evidence to date to support the 
theory that the U.S. Attorney’s office in Tampa was controlled or directed by any higher-level 
Department of Justice officials in negotiating the plea with BCCI * * *. [Tjhe plea appears to 
have been wholly the product of negotiations between the First Assistant U.S. Attorney in 
Tampa, the Chief of the C rimin al Division in that office, and attorneys for BCCI. The front-line 
Customs and IRS agents who had expended enormous efforts and, in some cases, taken on great 
risk to bring BCCI to justice, ultimately approved of the agreement entered into by the prosecu- 
tors.”) 

9 See Testimony of William Von Raab, Senate Foreign Relations Committee, August 1, 1991, 
transcript at 94 (morning session). 

10 See Von Raab testimony, id at 38 (morning session). (“ * * * at that point I was not in a 
position to be arguing with Justice, since I was out in the private sector.”) 
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In any event, Mr. Kehoe and Mr. Zitek negotiated a plea agreement with the 
bank. I approved it and sent it to Washington; and Mark Richard, a career Deputy 
Assistant Attorney General in the Criminal Division, approved it without change. It 
was an excellent plea agreement for the government then, and it is an excellent 
plea agreement for the government now. 1 * * * * * * * * * 1 1 

Under the plea agreement, BCCI pleaded guilty to all counts, other than the drug 
conspiracy count which Judge Hodges indicated he intended to dismiss at trial. A 
cease and desist order issued in 1989 by the Federal Reserve directing BCCI to re- 
frain from money laundering activities was made a part of the agreement, and com- 
pliance with this order was made a condition of BCCTs probation. 12 

The plea agreement also required BCCI to cooperate with the government in the 
future. BCCI did in fact cooperate, and its cooperation during the 7-month trial of 
the individual defendants in 1990 was utilized in obtaining the convictions and re- 
sulting jail sentences. 

Moreover, in the plea agreement, BCCI agreed by stipulation to forfeit the money 
that had been seized at the time of the arrests in 1988. With interest, this came to 
more than $15 million. This was extremely significant for several reasons. 

First, this was the largest amount of money ever obtained from a bank as either a 
fine or a forfeiture in any money laundering case. It was three times the previous 
record, and represents nearly half of all of the money paid in fines and forfeitures 
by all the financial institutions convicted of money laundering since 1986. 

Second, the $14 million forfeiture represented a vastly higher sum than could pos- 
sibly have been obtained, as a realistic matter, in the form of a fine. While the 
money laundering statute theoretically provided that a fine of up to $28 million 
could have been imposed, no one in Tampa thought it even conceivable that the 
trial judge would impose a fine anywhere near the maximum. 13 The amount of a 
fine, unlike the amount of a forfeiture, was then largely subject to the discretion of 
the court; judges, of course, typically based fine amounts on what had been imposed 
in past cases. 14 The largest fine before January 1990 had been the $5 million fine in 
the Banco de Occidente case in Atlanta. That case had involved the laundering of 
$410 million . The prosecutors in Tampa were convinced that if a $5 million fine in a 
$410 million case was the largest fine ever imposed in the past, they were not likely 
to get a larger fine in the $14 million case against BCCI. I concurred in that judg- 
ment. 

In short, if we had gone to trial, we were almost certainly — because of the judge's 
ruling on the drug conspiracy counts— going to be giving most of the $14 million 
bond back to BCCI. By accepting a guilty plea, we were able to forfeit that money, 
plus interest, share it with the foreign law enforcement agencies in the United 
Kingdom and in France that had assisted in the investigation, and use it ourselves 
directly in the war on drugs. 

CRITICISMS OF THE PLEA AGREEMENT 

The plea agreement with BCCI has been criticized by the press and by a number 
of witnesses at congressional hearings. While I am gratified that the House Subcom- 
mittee's Staff Report has found these criticisms of the agreement to be inaccurate 
and unwarranted, 15 I want to deal point-by-point with the most common miscon- 
ceptions. 

Number One: Why did the Justice Department settle for $15 million in the 
Tampa case when the Federal Reserve, just this summer, was able to fine BCCI $200 
million? 


1 * See “Transcript of Sentencing Proceedings/’ Case No. 88-330-Cr-T-13, February 5, 1990, 

Remarks of the Court at 15. Cl have decided that acceptance of the plea agreement and a dispo- 

sition of this case in accordance with the terms of the plea agreement is an appropriate and a 
just disposition of these proceedings as they pertain to the Bank of Credit and Commerce Inter- 

national, S.A.”) 

12 To my knowledge, this requirement had never been applied before in any case against a 

bank. It was not only innovative, but an extremely effective way to involve a regulatory agency 

in the post-conviction supervision of a financial institution. This requirement was important, be- 

cause the Probation Office, acting alone, lacks the expertise and resources to monitor the oper- 

ations of an international bank. 

13 See Remarks of the Court at Sentencing Hearing, Transcript at 14, indicating that the max- 

imum fine was $28 million. 

14 The BCCI sentencing occurred prior to the adoption of organizational sentencing guidelines 

by the U.S. Sentencing Commission, which went into effect on November 1, 1991. 

16 Staff Report, supra note 7, at 23. (“Recent criticisms that the plea agreement was unduly 

lenient would appear to be inaccurate.”) 
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First, as I have already explained, the Tampa case was a money laundering case 
involving $14 million. That is how much money was laundered; that is the crime 
BCCI committed; those were the facts we could prove in court. 

The maximum fine was limited by the amount of money involved in the offense. 
We cannot just pick numbers out of the air and impose fines based on what we sus- 
pect about a defendant’s other activities. A fine must be based on what we can 
prove beyond a reasonable doubt in a court of law. 

Second, those who use the $200 million fine imposed by the Federal Reserve in 
July 1991 as an example of what the Justice Department should have obtained in 
the Tampa case are confusing apples with oranges. 16 The Federal Reserve’s fine was 
in connection with the First American Bank acquisition by BCCI in Washington, 
DC. It had nothing to do with money laundering, and it had nothing to do with 
Tampa. So even if the facts relating to First American had been known at the time 
of the guilty plea — and they were not — they could not have been made part of the 
Tampa case and they could not have given the court the authority to impose a fine 
above the maximum penalty for money laundering. These are simply two separate 
cases for which BCCI has been punished separately according to the law that ap- 
plied to each offense. 

Number Two: Why didn’t the Justice Department revoke BCCI’s license to do 
business after it was convicted in Tampa? 

It was (and still is) legally impossible for the Department to compel BCCI to cease 
operations. None of the provisions in the statutes to which BCCI pleaded guilty 
permit the revocation of a bank’s charter. Going to trial against BCCI instead of 
taking a guilty plea would not have altered that fact. 17 

The authority to revoke a financial institution’s charter is the responsibility of 
the Federal Reserve Board and appropriate state agencies, not the Justice Depart- 
ment. The plea agreement did not, of course, preclude any such regulatory action. 

Number Three: Did the Tampa case involve only the corporation and mid-level 
employees? Why were no high level officials charged? 

The defendants in the original BCCI case were not low-level bookkeepers. They 
were senior management officials with substantial responsibility for BCCI’s oper- 
ations in much of the Western Hemisphere. 

Moreover, as our recent indictment of BCCI’s president and other top officers 
makes clear, it was never our intention to simply stop investigating BCCI after the 
first indictment. The 1988 indictment and subsequent plea agreement and trial were 
the best way to obtain the evidence needed to convict even higher-level officials. 
And we think that the new indictment proves that we were right. 

Some have suggested that we should have taken the bank to trial and worked out 
a deal to get the cooperation of the individual defendants. There are a number of 
reasons why we did not pursue this strategy. 

First, our view is that individuals who commit a crime should be held responsible; 
putting a corporation on trial while the individuals who committed the offense all 
sit there as government witnesses is an empty exercise. Second, it is highly unlikely 
that the BCCI employees indicted in Tampa in 1988 were going to cooperate with 
the United States unless they were convicted and sentenced to prison. Third, put- 
ting a corporation on trial with its employees is a risky undertaking. In two of 
recent cases where a bank and its employees stood trial together — Bank of New 
England in 1986, and LBS Bank in 1990 — the jury convicted the hank and let the 
individual defendants go . And finally, as I mentioned before, if we had gone to trial 
against the bank, the court would have dismissed the drug conspiracy and forfeiture 
counts and we would have been left with a much smaller monetary penalty. 

If there was any doubt about this strategy, it was dispelled in September when we 
announced a new indictment charging high-level BCCI officials with conspiracy to 
commit the money laundering violations previously prosecuted in Tampa, as well as 
various additional offenses. That indictment was obtained in part as a result of the 


16 See Von Raab testimony (8/1/91), transcript at 36-37. (“Now admittedly, this, in relative 
terms was a big fine, but it was only with respect to other banking fines, but no one had ever 
seen a crime quite like this. So I mean, the Federal Reserve’s suggestion of $200 million is prob- 
ably closer to the mark* * *.”) 

17 See Remarks of the Court at Sentencing Hearing, Transcript at 14. (“[T]he only sanction in 
the form of a criminal sanction available to the court in punishing corporate defendants is the 
imposition of a fine or a monetary penalty in the form * * * of a forfeiture, where that has been 
agreed to in the plea agreement, as in this case. It is not within the power or authority of the 
court in disposing of this case to take any punitive action against either of the corporate defend- 
ants with respect to the maintenance of their respective banking operations or impose any 
burden on their charters or anything of that kind. The focus of the court’s attention, therefore, 
must be with respect to the amount of the monetary or pecuniary penalty to be imposed.”) 
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criminal convictions of the witnesses now cooperating with the government. That 
indictment also demonstrates that the prosecutors in Tampa have been working for 
the past 1% years to pursue this case as high as it leads in the BCCI hierarchy. 

Number Four: Did the government, as part of the plea agreement, agree not to 
bring any future prosecutions? 

The plea agreement contained relatively standard language committing the U.S. 
Attorney's Office for the Middle District of Florida not to prosecute BCCI for any 
other federal criminal offense then known to the government. This is, by far, the 
most misunderstood part of the plea agreement. 

First, the plea agreement does not — does not — bar the future prosecution of any 
individual, whether an official of BCCI or not. The plea applies only to the bank. 18 
It does not prevent the U.S. Attorney in Tampa or any other prosecutor, state or 
federal, from prosecuting any individual from the president of BCCI on down. 
Indeed, we recently indicted the president of BCCI, other high-level BCCI officers, a 
Medellin Cartel kingpin, and other cartel members for money laundering relating to 
Operation C-Chase and other offenses. 

Witnesses who have testified before this subcommittee that the plea agreement 
somehow protects corporate officials and other individuals either do not know what 
they are talking about or have chosen to intentionally mislead Congress, the press, 
and the public. 19 

Second, as the House Subcommittee Staff Report makes clear, 20 the plea agree- 
ment relates only to the U.S. Attorney in Tampa. It does not bar any other prosecu- 
tor, state or federal, from prosecuting BCCI itself for any offense. Paragraph 16 of 
the plea agreement is perfectly clear: 

It is further understood that this agreement is limited to the Office of the 
United States Attorney for the Middle District of Florida and cannot bind other 
federal, state or local prosecuting authorities * * *. 

That means exactly what it says. 21 The Tampa U.S. Attorney's Office cannot 
bring future charges against BCCI (unless the bank fails to cooperate with the gov- 
ernment, or the government comes up with new allegations), but other offices 
remain free to conduct investigations and bring additional charges against the 
bank. 22 In fact, just last week the Department of Justice announced another indict- 
ment against BCCI and high-level officers. 

What future charges would be barred by this agreement? At the August 1 hearing 
before this subcommittee, several Senators asked that question. Mr. Von Raab, after 
spending hours attacking the plea agreement, responded, “I don't know. I don't 
know the details or the technical side of it.'' 23 Mr. Jack Blum, another witness at 
that hearing, gave the committee a list that he said included “misrepresentations to 
the Fed, misstatements on audit papers delivered to regulatory authorities every- 
where, falsification of all of the bank’s books, aiding and abetting a variety of smug- 
gling schemes, * * * and bribery and other forms of corruption." 24 


18 Paragraph 1(f) of the plea agreement clearly provides: “if the court accepts the plea agree- 
ment, the United States Attorney’s Office for the Middle District of Florida agrees not to charge 
the Bank of Credit and Commerce International, S.A.” or any of its “offices, subsidiaries, affili- 
ates, [or] related or controlled entities* * *.” 

19 See Von Raab testimony (8/1/91), transcript at 86 (morning session). (“Well, as part of the 
agreement, they basically agreed not to prosecute the bank or the individuals for anything 
* * * which the U.S. Attorney there already knew about.”) See also, id. at 19 (afternoon ses- 
sion). 

20 Staff Report, supra note 7, at 25. (“There appears to be little merit to the charge that the 
plea agreement insulated BCCI from further prosecution by the Justice Department and its U.S. 

Attorney’s offices.* * * In other words, the Subcommittee staff believes that the suggestion that 
the Justice Department had sold its case against BCCI 'down the river' evidences a mispercep- 
tion about the actual terms of the plea agreement and little, if any, knowledge of Judge Hodges’ 
prior opinion and ultimate ruling in the individual defendants’ trial.”) 

21 See Remarks of Gregory W. Kehoe at Sentencing Hearing, Transcript at 11-12 (explaining, 
in presence of defense counsel, that plea would not bar other federal prosecutors and regulatory 
agencies from pursuing allegations against BCCI or its officers). 

22 Even if the plea agreements were not specifically binding only on the U.S. Attorney for the 
Middle District of Florida, the law would not permit prosecutors in one district to speak for the 
U.S. Attorneys in other districts. That is so even where the agreement promises that “the gov- 
ernment” will not prosecute. “A plea agreement binds only the office of the United States Attor- 
ney for the district in which the plea is entered unless it affirmatively appears that the agree- 
ment contemplates a broader restriction.” United States v. Annabi, 771 F.2d 670, 672 (2d Cir. 
1985). 

28 Von Raab testimony (8/1/91), transcript at 20 (afternoon session). 

24 Testimony of Jack Blum, Senate Foreign Relations Committee Hearing, August 1, 1991, 
transcript at 8 (afternoon session). 
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Every single one of the alleged crimes that Mr. Blum listed is being investigated 
by federal agents and prosecutors somewhere other than Tampa — in Washington, 
DC, Miami, Atlanta, and elsewhere. All of those offices remain free to prosecute 
BCCI and its affiliates for any crime that they uncover. In fact, BCCI and several 
affiliates were indicted in Washington on November 15, 1991, on racketeering and 
other charges. 

As the U.S. Attorney in Tampa, I can only prosecute crimes that occur in my dis- 
trict. If none of these crimes occurred in Tampa — and none appear to have occurred 
there — we were giving up virtually nothing by agreeing not to prosecute them. 

Number Five: Why weren't RICO charges brought against the bank, which would 
have permitted a more substantial forfeiture? 

It was our judgment that RICO charges should not be added to the indictment. 
Essentially, RICO charges would have greatly complicated a case that was already 
exceedingly complex, and there were concerns that the jury would not be able to 
follow all of the charges. RICO charges would not have added significantly to the 
potential sentence to be obtained; the forfeiture provisions were viewed as unneces- 
sary in light of case law supporting the § 846 charges and § 853 forfeitures already 
in the indictment. 

Put simply, we believed that RICO charges would have added nothing, and would 
have greatly complicated the case. It is absolutely untrue, as has been suggested, 
that the entire bank could have somehow been forfeited to the U.S. government had 
RICO charges been brought in Tampa. There was simply insufficient evidence to 
support such a sweeping international forfeiture. 

CONCLUSION 

The prosecution of BCCI in Tampa was a significant law enforcement achieve- 
ment. The Department of Justice obtained the maximum monetary recovery from 
BCCI and had the responsible BCCI executives sentenced to prison. More important- 
ly, it was the first step in an ongoing investigation and prosecution. The criticisms 
of our performance are unfounded and unfair. 

That concludes my . testimony. I am prepared to answer your questions. 


U.S. Department of Justice Criminal Division— Convicted Financial Institutions 


Institutions 


Crime 

Criminal fine 

1986 

Metropolitan National Bank, TX. 


B.SA violation 

$310,000 

Border Money Exchange, TX 


B.S.A. violation 

8,250 

Bank of New England, MA 


B.S.A. violation 

1,240,000 

Cribbian Federal Savings, PR 


B.S.A. violation 

450,000 

Commercial Bank & Trust, MA 


B.S.A. violation 

202,100 

First Missouri Bank, MS 


B.S.A. violation 

75,000 

Housatenic Bank & Trust, CT 


B.S.A. violation 

750 

Magnolin Federal Bank, MS 


B.SA violation 

22,000 

McLean Bank, VA 


B.S.A. violation 

80,050 

Provident Institution for Savings, MA 


B.SA violation 

100,000 

Seaway National Bank, NY 


B.S.A. violation 

2,000 

Union Country Bank, TN 


B.SA violation 

10,000 

1987 

Citizen First National Bank, NJ 


B.SA violation 

2,000 

Inco Bank & Trust Ltd., Cayman Islands 


Conspiracy 

456,000 

Merchants National Bank, IN . 


B.SA violation 

500,000 

Merchants Trust Bank, LA 


B.SA violation 

1,000 

1988 

E.F. Hutton, Rl 


B.SA violation 

1,010,000 

American National Bank, CT 


B.S.A. violation 

222,000 

National Bank of Fairhaven, MA 


B.SA violation 

150,000 

Central National Bank/Alamo, TX 


B.SA violation 

250,000 

Ramsey Savings & Loan Assn., NJ 


B.SA violation 

6,000 
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U.S. Department of Justice Criminal Division— Convicted Financial Institutions— Continued 


Institutions 


Crime Criminal fine 


Bank J. Vontobei Co..... 


B.S.A. violation 


20,000 


1989 


Banco de Occidente, Cali, Colombia Conspiracy 1 5,000,000 

Peoples Bank NA, NJ B.SA violation 3,000 

Ponce Federal Bank, PR B.SA violation 2,500,000 

Smithfield State Bank, PA B.SA violation 51,600 

United Orient Bank, NY B.S.A. violation 2,000,000 


1990 


Bank Leumi, NY 

Bank of Credit & Commerce Int'l., Luxembourg 

B.SA violation 

Money laundering 

242,000 

1 15,200,000 

LBS Bank, PA ~ 

B.SA violation 

' 50,000 

First Westside Bank, NE 

B.SA violation 

L200 

First Bank of Georgia, GA 

Red Oak State Bank, TX 

Money laundering 

B.SA violation 

1 85,000 

100,000 

National Mortgage Bank of Greece 

B.SA violation 

8,000,000 


1 Forfeiture. 

Mr. Jackowski. For the record, my name is Mark Vincent Jack- 
owski. I am an assistant U.S. attorney in the district of Colorado. I 
have been an AUSA in that district since January 1991. Prior to 
that, from January 1985 until January 1991, I was an assistant in 
the middle district of Florida, located in the Tampa division. 

While in Tampa, I was assigned to the Tampa offices, middle dis- 
trict of Florida’s task force— that is Organized Crime, Drug En- 
forcement Task Force. I handled major narcotics and money laun- 
dering cases. 

I am here today because I was the lead prosecutor on the Tampa- 
based investigation and prosecution, known as Operation C-Chase, 
which included the prosecution of BCCI and its officers. I have per- 
sonal knowledge of, and participated in virtually all of the deci- 
sions made by the middle district of Florida concerning the BCCI 
prosecution. 

I am aware of the criticisms of the Tampa prosecution. And I be- 
lieve that they are incorrect and unfair. During the course of my 
prepared remarks, I will try to address some of those criticisms, 
which Mr. Genzman has not addressed during the course of his. 

When Mr. Mazur testified before the subcommittee this morning, 
Mr. Mazur gave a good review or summary of the course of Oper- 
ation C-Chase and how it is that the undercover agents came to be 
in contact with BCCI. 

Mr. Mazur indicated that during December 1987 he had had a 
series of meetings in Miami with a BCCI officer from Panama. And 
that officer proposed to him better ways to launder money. The 
name of that officer, as I believe Mr. Mazur testified to, was Sayed 
Aftab Hussain. 

Just before Christmas 1987, following those series of earlier De- 
cember meetings, Mr. Hussain provided the name of Amjad Awan 
to Mr. Mazur as a contact in Miami. In January 1988, Mr. Mazur 
met with Mr. Awan, Mr. Hussain, and Mr. Akbar A. Bilgrami, an- 
other BCCI Miami banker, in Miami, and made arrangements 
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through Awan and Bilgrami to launder money via BCCI Panama, 
and a BCCI subsidiary in Switzerland known as BCP. 

In March 1988, my office received its first contact from Jack 
Blum, then an investigator for this subcommittee concerning BCCI. 
Mr. Blum advised me, as well as others within my office, as well as 
others on the investigative team of the subcommittee’s investiga- 
tion of drug trafficking and money laundering in Panama. 

He informed our office that the subcommittee had authorized 
and intended to issue subpoenas to two BCCI officers stationed in 
Miami — Amjad Awan, and S.M. Shafi. We informed Mr. Blum that 
we were in the midst of an undercover investigation concerning 
BCCI. 

Based on our request, which was cleared through Main Justice, 
Mr. Blum agreed to hold off the issuance of the Senate subpoenas 
for a period of time. 

As the subcommittee knows, the investigation thereafter contin- 
ued between December 1987 and March 1988. Millions of dollars in 
U.S. currency representing the proceeds of cocaine sales were 
picked up in Detroit and New York. These funds were laundered 
through BCCI Panama, BCCI Luxemberg, and BCP Switzerland, as 
a result of the knowing participation of Mr. Awan, Mr. Bilgrami, 
and Mr. Hussain. 

During late March 1988, the undercover agents met in Costa 
Rica with Mora and a representative of a new, major client of Mr. 
Mora’s, who was, at that time unidentified or undocumented. 
During this meeting an expansion of the undercover agent’s rela- 
tionship with this new, major client was discussed to include the 
use of BCCI’s facilities in Europe, to further the client’s objectives. 

Subsequent to the meeting, Mazur made arrangements with 
Awan and Bilgrami to travel to Europe in order to establish rela- 
tionships with additional BCCI officials in Paris and London. This 
new client of Mr. Mora’s also agreed to send representatives to 
Paris to meet with the undercover agents, and BCCI officials, to 
discuss an expansion of the client’s relationship with the bank. 

As Mr. Mazur indicated, he did, in fact, have meetings with BCCI 
officials on the continent, and in the United Kingdom, following 
these introductions. As a result of these meetings between the 
bakers, the undercover agents, and the client’s representatives — 
one fellow by the name of Armbrecht, and another by the name of 
Uribe — the undercover agents, thereafter — during June 1988— 
began to pick up massive quantities of this client’s cocaine proceeds 
in New York. 

By the way, this client was later identified or documented to be 
an individual by the name of Gerardo Moncada, who was then un- 
known to law enforcement. It so turned out that Mr. Moncada is, 
in fact, a leading and probably right now, the ranking member of 
the Medellin Cartel. 

In any event, these pickups from Mr. Moncada’s organizations 
continued until late July 1988 when they stopped, due to two, in- 
tervening events. These events dictated that the takedown of Oper- 
ation C-Chase not be extended past October. 

First, at the end of June 1988, the Customs Service seized 110 
kilograms of cocaine from Moncada’s operatives in Detroit, MI, and 
arrested the operatives. The arrests of the operatives triggered a 
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chain of events which, due to the discovery provisions of the Feder- 
al Rules of Criminal Procedure, threatened to terminate the under- 
cover investigation. 

As the subcommittee knows, defendants have the right to obtain 
the evidentiary basis of the charges against them from the Govern- 
ment. In this instance, the arrests were predicated, or based, on in- 
formation developed from the C-Chase undercover operation. As a 
result of discussions between my office, the U.S. attorney’s office in 
Detroit, and the Department of Justice in Washington, we agreed 
that prosecutors in Detroit would seek lawful delays in the discov- 
ery process through October 1988. 

Although these delays were granted by the court in Detroit, the 
information clearly would have to be released soon, thereafter. 

Second, during mid-July 1988, Moncada organization operatives 
conducted countersurveillance of currency pickups by undercover 
agents in New York, and discovered persons that they believed, or 
who they believed, to be law enforcement agents watching the pick- 
ups. 

The Detroit seizure and arrests, coupled with the burned New 
York surveillance, caused the Moncada organization to suspect that 
Mr. Mazur and his associates were, in fact, Federal agents. As a 
result of these events, several things happened. 

First, the currency supply for the Moncada organization dried 
up. 

Second — although this was not learned until long after the in- 
dictment — the Moncada organization removed Mazur’s signatory 
power on the $1 million certificate of deposit account, which meant 
that Mazur no longer had the authority to transfer those funds. 

Third, Mazur was informed by Armbrecht — Armbrecht was Mon- 
cada’s operative, with whom he had met in Europe, during the 
course — and this meeting occurred during early August at a hotel 
in Miami — that he, Mazur, was suspected of being a Federal agent, 
and therefore business with him had been suspended by the Mon- 
cada group. 

Mazur was told that if he was an agent there was, quote: “No 
hole in the world deep enough to hide him,” closed quote. And I 
believe that quote comes from a transcript of that meeting. In 
short, the undercover investigation seemed to be heading rapidly 
toward a conclusion. 

By the summer of 1988, a decision had been made to terminate 
the C-Chase investigation with a phony wedding between Mr. 
Mazur and an undercover agent posing as his fiance. The ruse of a 
wedding was intended to lure BCCI officers and others, the others 
being traffickers, into the United States in order to affect their ar- 
rests. A wedding date of October 9, 1988, was set, and plans were 
made to coordinate simultaneous arrests and searches in London, 
Paris, and the United States. 

Accordingly, in August 1988, representatives of British and 
French Customs attended meetings in Tampa to address some of 
the coordination issues regarding a takedown. At the time it was 
contemplated that Mr. Mazur and other cover agents would again 
travel to Europe during September 1988, in order to acquire addi- 
tional evidence. 
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However, in early 1988, a 1,200 kilogram load of cocaine secreted 
in anchovy cans was seized by the Customs Service, and the DEA, 
in a port of Philadelphia, based on information obtained through 
the C-Chase investigation. 

Roberto Alcaino, who Mr. Mazur testified about this morning — 
the principal behind this load — was arrested at LaGuardia, NY, fol- 
lowing the seizure. This seizure, and the resulting arrests, made it 
even more doubtful that the undercover operation would reach its 
planned, October takedown date. 

Nevertheless, on the heels of this seizure, Mazur and his under- 
cover fiance travelled to Europe. They met with a fellow by the 
name of S.Z.A. Akbar, the same Ziauddin Akbar who Mr. Mazur 
testified about this morning, who was a principle of Capcom in 
London, on September 20 and 21, 1988. 

During the course of these meetings, after Mr. Akbar was in- 
formed that the source of the funds was narcotics trafficking, he 
agreed to assist in their laundering. From there, the agents trav- 
elled to Paris, and again met with the French bankers — among 
them, Mr. Howard and Mr. Hassan and Mr. Chinoy — about whom 
Mr. Mazur testified this morning. 

Additional evidence relative to the culpability of these three, in- 
dividual bank officers, as well as the bank as an institution, was 
acquired during the course of these meetings. The undercover 
agents also took steps to insure that these individuals attended the 
undercover wedding. The agents returned to the States by the end 
of September 1988. And as the subcommittee knows, the takedown 
was then scheduled for October 8, 1988. 

Which leads us to the takedown. I am aware that questions have 
been raised with respect to the timing of the takedown. Indeed, it 
has been suggested — in fact, was suggested this morning, I be- 
lieve — that the takedown was predicated upon nonlaw enforcement 
considerations. To my knowledge, those claims are entirely false. 

Back in February 1988, an Operation C-Chase coordination meet- 
ing had been held in the Tampa area. That meeting was attended 
by agents and prosecutors from districts around the country in 
which the undercover activity was being conducted. The Customs 
Service, the lead agency in the investigation, had determined by 
that time that the operation should last no longer than the late 
summer, or early fall of 1988. 

The reasoning behind the takedown date was as follows: First, 
past undercover operations had given rise to concerns that they 
were unduly facilitating criminal activity by laundering large sums 
of money without obtaining commensurate results. The Customs 
Service and my office agreed that C-Chase would attempt to laun- 
der the minimal amount of funds consistent with the evidentiary 
goals of the investigation. 

In other words, if there came a point in the investigation where 
we continued to launder funds on behalf of old clients without de- 
veloping evidence against additional defendants, we would attempt 
to terminate the operation. 

Second, it was contemplated in February 1988, and ultimately 
proved correct, that we would be able to make a case against culpa- 
ble BCCI officials and the bank, by the time of the takedown — the 
time of the takedown being then set for October 1988. 
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Third, by October 1988, the undercover agents had been operat- 
ing undercover for almost 2 years; that in some person’s minds — 
and it is an extremely long time to be engaged in such stressful 
and dangerous activities. In any event, in my view — and I believe 
to be correct — the operation was fortunate to last until October 
1988, because of the Detroit and Philadelphia seizures, and the, 
quote, unquote, “burned New York surveillance.” 

As the subcommittee knows, the phony wedding between Mr. 
Mazur and his fiance did not occur. What occurred in its place was 
a phony bachelor party. And the defendants who had travelled to 
the United States from overseas were, in fact, arrested. And sever- 
al BCCI officers were, in fact, arrested during the course of the 
bachelor party — Mr. Awan, Mr. Akbar A. Bilgrami, the Mr. Hus- 
sain who I mentioned before, Mr. Howard from France, and Mr. 
Hassan from France — as well as Colombia money launderers; Mr. 
Mora — about whom Mr. Mazur testified this morning; certain of 
Mr. Mora’s associates; and certain of Mr. Alcaino’s associates, who 
were, as of that time, unarrested. 

Alcaino had, in fact, been arrested during mid-September 1988 as 
a result of the anchovy seizure. Two other defendants, including 
Gerardo Moncada’s operative, Mr. Armbrecht, were arrested that 
weekend in Miami. 

At this juncture, I would like to address another issue that has 
arisen with respect to this case, and that is the issue of leaks. Un- 
fortunately, leaks to the others — to the press and others — occurred 
during the course of the undercover operation. 

At least one national television news organization, NBC, was in- 
formed of the existence and nature of the undercover investigation 
prior to its conclusion by high-level officials of the U.S. Customs 
Service — not by anyone within the Department of Justice, Sena- 
tors, but by high-level officials of the U.S. Customs Service. 

These officials were apparently acting on the instructions of then 
Commissioner William Von Raab. The first such disclosure oc- 
curred at a dinner meeting between Customs representatives and 
an NBC news reporter at the Four Seasons Hotel in Washington, 
DC, in September 1988, about 1 month prior to the takedown. NBC 
and one other national news organization, CBS, had television cam- 
eras waiting at the Customs Service office in Tampa, after the 
bachelor party arrests. 

It is regrettable, Senators, that the lives of the undercover 
agents, including Mr. Mazur — and remember that Mr. Mazur’s life 
had already been threatened — were further jeopardized by these 
leaks to the press. 

In fact, after the leaks to the press occurred, Mr. Mazur, as well 
as other agents involved in this matter — and indeed, there were a 
number of other agents acting in an undercover capacity in this 
matter — continued to meet and speak with targets of the investiga- 
tion in those undercover capacities, for several weeks after the 
nature of this undercover operation had been leaked to the news 
media. 

Mr. Blum also found out about the impending takedown in ad- 
vance. In a memorandum dated October 7, 1988, which was re- 
leased as part of the record of the proceedings before this subcom- 
mittee on August 1, 1991, Mr. Blum, in a memorandum of that 

» % 
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date, October 7 — which was the Friday before the arrests and the 
searches — described his knowledge of the impending takedown as 
follows. And I quote: 

During the next 3 days, more than 80 people associated with the Bank of Credit 
and Commerce International, and related companies, will be arrested for money 
laundering and drug dealing. The arrests will be iij more than a dozen locations 
here, and in Europe, and have been carefully coordinated. At the same time, the 
bank, itself, in a variety of accounts which have been identified as drug accounts, 
will be seized here and in London and Paris. The Customs operation is the result of 
a 2-year sting operation. 

We should also take credit for fingering this situation. 

Mr. Blum, had at that — Mr. Blum also obtained a copy of draft, 
Customs Service press materials, which were based on confidential, 
internal, Department of Justice memoranda, at some point prior to 
the unsealing of the indictment. The arrests were made on Satur- 
day, October 8. The indictment was unsealed on Tuesday, October 
12, I believe. And Mr. Blum had, in fact, known, as of October 7, 
1988, of the impending takedown. He was also given copies of these 
draft Customs Service press materials which were, in fact, based on 
inaccurate and outdated Department of Justice memoranda. 

Mr. Blum provided copies of those materials prior to the unseal- 
ing of the indictment to Mr. Altman, and to his partner, Mr. 
Kovin, of the Clifford & Wamke law firm. These materials later 
formed the basis of numerous, pretrial motions, which questioned 
the sufficiency of the Government’s proof, and its conduct of the 
undercover investigation. Although the Government ultimately 
prevailed, substantial time was required to respond to the motions. 

Following the indictment, the attorneys for the bank and the in- 
dividual defendants began to file hundreds of motions on every con- 
ceivable topic — many of which were very complex. At the same 
time, we were preparing to supersede the indictment to add addi- 
tional allegations and defendants. In the midst of these efforts, on 
March 23, 1989, Mr. Blum contacted the Customs Service. Mr. 
Blum indicated that through a source of his, he was privy to infor- 
mation with respect to BCCI that he was willing to share with us. 

Mr. Blum also indicated that his position as an investigator with 
the subcommittee would be terminated by the end of March 1989, 
because the subcommittee was concluding its hearings. 

Through Mr. Blum and his source, we made arrangements to 
meet with the alleged witness to BCCI wrong-doing. A series of 
meetings, which were taped at my direction, occurred in Miami on 
March 28 and 29, 1989. During the course of these meetings, the 
alleged witness who was an ex-BCCI official, provided information 
concerning alleged illegal activities engaged in by BCCI. 

Thereafter, on March 30, 1989, the ex-BCCI official travelled to 
Tampa with Mr. Blum, and was interviewed by myself, agents 
working on the matter, as well as two, other assistant U.S. attor- 
neys. 

The ex-BCCI official who had been portrayed by Mr. Blum as 
having direct, firsthand knowledge concerning various matters, 
either did not have such information, or was unwilling to admit it. 
The ex-official’s information appeared to be primarily hearsay, 
gossip, rumor, and innuendo. He was also unwilling to testify at 
any public proceeding. 
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We were disappointed, because Mr. Blum had led us to believe 
that the witness could provide firsthand information relative to the 
bank’s involvement in money laundering and other matters. 

It was our assessment that the ex-BCCI official had mainly pro- 
vided secondhand information, and it was apparently Mr. Blum’s 
view, as well. In a memorandum dated March 22, 1989, from Mr. 
Blum to Senator Kerry, Mr. Blum stated that the ex-BCCI offi- 
cial’s, quote: “motives are suspect, and some of his information is 
secondhand,” closed quote. I would like to note for the record that 
this memorandum was included as part of the record before this 
subcommittee during Mr. Blum’s August 1, 1991, testimony. 

By the time the interviews had concluded, we were not only 
skeptical of the quality of the evidence provided by Mr. Blum’s wit- 
ness, we were also skeptical of Mr. Blum, himself. Mr. Blum told us 
that the upcoming termination of the subcommittee’s investigation 
was sudden, unexpected, and suspect. Mr. Blum claimed that some- 
one on behalf of BCCI had gotten to, or paid off this subcommittee 
in order for it to terminate its investigation. 

Mr. Blum was unable to offer any specifics, and frankly — and I 
want to emphasize this — we did not credit this allegation. I did not 
credit the allegation made by Mr. Blum that this subcommittee 
had somehow been gotten to or paid off. 

Mr. Blum also wanted the Government to pay him for any future 
assistance to our investigation. He indicated that as a result of the 
termination of the subcommittee inquiry, he was about to lose his 
job and needed money. We declined to enter into that sort of rela- 
tionship with Mr. Blum. 

The reason why Mr. Blum’s request for payments is relevant is 
because it caused us to examine more closely his actions and his 
information, as it properly would with any witness. 

We were faced — we were presented with unsubstantiated allega- 
tions made by Mr. Blum, whose motives and credibility were sus- 
pect. When we spoke with 

Senator Kerry. Mr. Jackowski, I am sorry to interrupt you. Ap- 
parently, I have just been informed, we are down to 4 minutes on 
our vote. So we have to leave to go over there. So we will have to 
recess. And if you could try to 

Mr. Jackowski. Yes, sir, I will. 

Senator Kerry. Your concept of a summary appears to be a 
word-to-word recitation of the 20-some pages, which is a half an 
hour of testimony. And so if you could try, while we are gone, to 
figure out — we will get into all of it in the questioning. 

Mr. Jackowski. I do not doubt that, Senator. 

Senator Kerry. I assure you that there will be plenty of opportu- 
nity for you to lay out every single bit of it. But if you could just 
try in the opening, to somewhat — that would leave us more time to 
ask questions and have a dialog on it. 

So we will stand in recess until we return. 

[A brief recess was taken.] 

Senator Kerry. The hearing will come to order. Mr. Jackowski, 
you were in the process of summarizing. [Laughter.] 

Mr. Jackowski. I have followed the court’s instructions, your 
honor. [Laughter.] 



Senator Kerry. So we will have a couple of more minutes to do 
so, and hopefully my colleague will get back here and we will pro- 
ceed. 

Mr. Jackowski. Yes, Senator. Questions have been raised with 
respect to what the Government did or did not do with the infor- 
mation provided to it by Mr. Blum and the ex-BCCI officers. Not- 
withstanding the quality of the information, the finite resources 
available to us, and our substantial pretrial and discovery obliga- 
tions, we pursued the information. A grand jury investigation was 
opened predicated on this information, as well as certain state- 
ments made by Amjad Awan concerning First American Bank vis- 
a-vis BCCI to Mr. Mazur in the course of the undercover operation. 

That investigation, that is the grand jury investigation, contin- 
ued until early October 1989 when, due to the lack of other avail- 
able leads and the press of the upcoming trial, it was temporarily 
suspended. Where, as Mr. Mazur put it, a timeout was taken rela- 
tive to this investigation pending the completion of the trial and 
the sentencing of the individual defendants. 

A final criticism I would like to address is the allegation that 
there have been a lack of immediate results as a result of the De- 
partment’s BCCI investigations. The Department of Justice does 
not indict on rumor or gossip or innuendo or hearsay and second- 
hand information. The Department indicts when we have admissi- 
ble evidence. That is the standard which we applied in the middle 
district of Florida, with respect to our investigation and prosecu- 
tion. And that is, in fact and I know this, the standard which the 
Department of Justice is applying across the board as a whole, with 
respect to the entire BCCI matter. That concludes the summary of 
my prepared remarks. 

[The prepared statement of Mark Jackowski follows:] 

Prepared Statement of Mark V. Jackowski 

Mr. Chairman, my name is Mark V. Jackowski. I have been an Assistant U.S. 
Attorney in the District of Colorado since January 1991. From January 1985 until 
January 1991, 1 was an AUSA in the Middle District of Florida. While in Tampa, I 
was assigned to that office’s Organized Crime Drug Enforcement Task Force 
(“OCDETF”) section, where I handled major narcotics and drug money laundering 
cases. 

I am here today because I was the lead prosecutor on the Tampa-based investiga- 
tions and prosecutions known as Operation C-Chase, which included the prosecu- 
tions of BCCI and its officers. I have personal knowledge of, and participated in, vir- 
tually all of the decisions made by the Middle District of Florida concerning the 
BCCI prosecution. 

I am aware of the criticisms of the Tampa prosecution, and I believe they are in- 
correct and unfair. During the course of my testimony, I will indicate how and why 
certain decisions were made in the course of that investigation and prosecution. 

OPERATION C-CHASE 

During the early summer of 1986, the U.S. Customs Service initiated a drug . 
money laundering investigation which eventually came to be known as Operation C- 
Chase. The operation began with the introduction by a confidential, informant of ah 
undercover agent to a narcotics money launderer from Medellin, Colombia. This 
soon led to the introduction of the undercover agent to other money laundergrs. 

In December 1986, two undercover agents met with Gonzalo Mora, Jr., a Medellin- 
,’oased narcotics money launderer in the Tampa area. The undercover agents and 
Mora initially arranged for the agents to pick up U.S. currency stemming from co- 
caine sales and to repatriate the funds to Colombia. The undercover agents made 
several pickups of drug money in various U.S. cities, and the funds were transferred 
back to the narcotics traffickers in Colombia. 
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During February 1987, Robert Mazur, one of the undercover agents, determined 
that it would be useful to the undercover operation to be able to offer to the traf- 
fickers the services of an international bank with facilities in Latin America. At 
that time, there was an agency of BCCI in Tampa, FL. Mr. Mazur made arrange- 
ments to open an account at BCCI in the name of a front company. 

Between February and May 1987, the undercover agents continued to assist traf- 
fickers in the laundering of drug money. During this time, currency belonging to 
several of Mora’s clients was picked up in Miami, Los Angeles, and New York. 

In early May 1987, Operation Pisces, a DEA undercover money laundering oper- 
ation, was taken down. As a result, Mora and certain of his associates raised ques- 
tions as to whether the undercover agents were in fact, federal agents. It was not 
until August 1987 that Mora and his associates were satisfied with the bona fides of 
the agents, and the agents’ undercover business resumed and, indeed, grew. 

In September 1987, Mora informed the undercover agents that he had acquired a 
new major client — whom he did not identify — and that the client wanted his funds 
repatriated to him via a Panamanian (rather than a United States) bank. Mr. 
Mazur had such a bank available: BCCI. In July 1987, Mr. Mazur had opened an 
undercover account at the Panama City, Panama branch of BCCI. 

Beginning at the end of October 1987, and continuing through November 1987, 
undercover agents in Detroit picked up approximately $2.3 million from a drug traf- 
ficking and laundering organization operating on behalf of the Medellin Cartel. 
These funds were deposited in the form of currency in undercover accounts with co- 
operating U.S. banks arid subsequently wire transferred to the undercover account 
at BCCI in Panama City. Once the funds were received in the BCCI account, they 
were rapidly withdrawn by Mora’s new client. 

The nature and extent of the transactions in this account did not go unnoticed by 
officials within the Panama City branch of BCCI. On November 24, 1987, Syed Aftab 
Hussain, an operations officer at the Panama City branch, informed Mr. Mazur that 
BCCI was a “full service” bank and proposed that he meet with Mazur personally. 

Mr. Mazur and Hussain met in Miami during early December, 1987. During the 
course of these meetings, Mr. Mazur told Hussain that the source of his clients’ 
funds was cocaine trafficking in the United States. Rather than refusing to deal 
with Mr. Mazur, Hussain made recommendations to enable Mr. Mazur to better 
launder his clients’ funds. Hussain also told Mr. Mazur that, due to the fact that 
Hussain was stationed in Panama and Mazur operated out of the United States, it 
would be useful for Mazur to have a contact at the Miami office of BCCI. 

Just before Christmas 1987, Hussain provided the name of Amjad Awan to Mazur 
as a contact in Miami. In January 1988, Mazur met with Awan, Hussain, and Akbar 
A. Bilgrami, another BCCI-Miami banker, in Miami and made arrangements 
through Awan and Bilgrami to launder money via BCCI Panama and a BCCI sub- 
sidiary in Switzerland known as BCP. 

In March 1988, my office received its first contact from Jack Blum, then an inves- 
tigator for this subcommittee, concerning BCCI. Mr. Blum advised me of the sub- 
committee’s investigation of drug trafficking and money laundering in Panama. He 
informed our office that the subcommittee had authorized and intended to issue sub- 
poenas to two BCCI officers stationed in Miami, Amjad Awan, and S.M. ShafL We 
informed Mr. Blum that we were in the midst of an undercover investigation con- 
cerning BCCI. Based on our request, Mr. Blum agreed to hold off the issuance of the 
Senate subpoenas for a period of time. 

The investigation continued. Between December 1987 and March 1988, millions of 
dollars in U.S. currency, representing the proceeds of cocaine sales, were picked up 
in Detroit and New York. These funds were laundered through BCCI Panama, BCCI 
Luxembourg, and BCP Switzerland as a result of the knowing participation of 
Awan, Bilgrami, and Hussain. During late March 1988, the undercover agents met 
in Costa Rica with Mora and a representative of his new major client, who still re- 
mained unidentified. During this meeting, an expansion of the undercover agents’ 
relationship with the client was discussed, including the use of BCCI’s facilities in 
Europe to further the client’s objectives. Subsequent to the meeting, Mr. Mazur 
made arrangements with Awan and Bilgrami to travel to Europe in order to estab- 
lish relationships with additional BCCI officials in Paris and London. Mora’s new 
client also agreed to send representatives to Paris to meet with the undercover 
agents and BCCI officials to discuss an expansion of the client’s relationship with 
the bank. 

Between May 20 and 25, 1988, Mr. Mazur and other undercover agents met with 
three BCCI Paris officials: Nazir Chinoy, head of BCCI’s French-Africa region; Ian 
Howard, BCCI Paris’ Branch Manager; and Sibte Hassan, an aide to Chinoy. These 
meetings were the result of referrals by Awan and Bilgrami. During the course of 
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these meetings, the new BCCI players were informed of the source of the funds and 
agreed to facilitate the transactions. The bankers also met with the client’s repre- 
sentatives. By this time, the client had been tentatively identified as “Don Chepe,” 
of Medellin, Colombia. “Don Chepe” was described by his representatives to be a 
major cocaine importer, distributor, and launderer. The bankers satisfied the con- 
cerns of “Don Chepe’s” representatives about BCCI. The representatives, Santiago 
Uribe, a lawyer from Medellin, Colombia, and Rudolph Armbrecht, an aircraft 
broker, agreed to place $1 million in the form of a certificate of deposit with BCCI 
Paris as a test of the bank’s capabilities. The undercover agents did not know at the 
time that “Don Chepe,” whose true name is Gerardo Moncada, had been doing busi- 
ness with the Colon, Panama, branch of BCCI sin^e 1985. As a direct result of Oper- 
ation C-Chase, Gerardo Moncada was identified as being a ranking member of the 
Medellin Cartel. 

After the Paris meetings, the undercover agents travelled to London and met with 
Asif Baakza, the head of BCCI’s Corporate Unit in London. This meeting, again the 
result of a referral by Awan and Bilgrami, ended with Baakza’s agreement to laun- 
der cocaine proceeds. 

As a result of the European contacts with Armbrecht and Uribe, undercover 
agents began to pick up massive quantities of Moncada’s cocaine proceeds in New 
York. These pickups continued until late July 1988 when they stopped due to two 
intervening events. These events dictated that the takedown of Operation C-Chase 
not be extended past October. 

First, at the end of June 1988, the Customs Service seized 110 kilograms of co- 
caine from Moncada’s operatives in Detroit, and arrested the operatives. The arrests 
of the operatives triggered a chain of events which, due to the discovery provisions 
of the Federal Rules of Criminal Procedure, threatened to terminate the undercover 
investigation. As you know, defendants have the right to obtain the evidentiary 
basis of the charges against them from the government. In this instance, the arrests 
were based on information developed from the C-Chase undercover operation. As a 
result of discussions between my office, the U.S. Attorney’s Office in Detroit, and 
the Department of Justice, we agreed that prosecutors in Detroit would seek lawful 
delays in the discovery process through October 1988. Although these delays were 
granted by the court in Detroit, the information clearly would have to be released 
soon thereafter. 

Second, during mid-July 1988, Moncada organization operatives conducted 
counter-surveillance of currency pickups by undercover agents in New York and dis- 
covered persons they believed to be law enforcement agents watching the pickups. 

The Detroit seizure and arrests, coupled with the “burned” New York surveil- 
lance, caused the Moncada organization to suspect that Mr. Mazur and his associ- 
ates were in fact, federal agents. As a result of these events, several things hap- 
pened. 

First, the currency supply from the Moncada organization dried up. Second (al- 
though this was not learned until long after the indictment), the Moncada organiza- 
tion removed Mr. Mazur’s signatory power on the $1 million certificate of deposit 
account, which meant that Mr. Mazur no longer had the authority to transfer those 
funds. Third, Mr. Mazur was informed by Armbrecht during the course of an early 
August meeting at a Miami motel that he was suspected of being a federal agent, 
and therefore business with him had been suspended by the Moncada group. Mr. 
Mazur was told that if he was an agent, there was “no hole in the world deep 
enough to hide in.” In short, the undercover investigation seemed to be heading rap- 
idly toward a conclusion. 1 

By the summer of 1988, a decision had been made to terminate the C-Chase inves- 
tigation with a phony “wedding” between Mr. Mazur and an undercover agent 
posing as his fiancee. The ruse of a wedding was intended to lure BCCI officers and 
others into the United States in order to effect their arrests. A “wedding” date of 
October 9, 1988, was set, and plans were made to coordinate simultaneous arrests 
and searches in London, Paris, and the United States. 

Accordingly, in August 1988, representatives of British and French Customs at- 
tended meetings in Tampa to address some of the coordination issues regarding the 
takedown. 2 At the time, it was contemplated that Mr. Mazur and other undercover 


1 During mid-August 1988, Mr. Mazur also learned from Awan and Bilgrami that the Senate 
had in fact issued subpoenas to the bank which called for records of accounts maintained at the 
bank by Panamanian corporations as well as others. 

2 We agreed that, should Mr. Baakza be arrested in the United Kingdom, he would be pros- 
ecuted by British authorities on the basis of information developed by the American undercover 
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agents would travel again to Europe during September 1988 in order to acquire ad- 
ditional evidence. 

However, in early September 1988, a 1,200 kilogram load of cocaine secreted in 
anchovy cans was seized by the Customs Service and the Drug Enforcement Admin- 
istration in the Port of Philadelphia based on information obtained through the C- 
Chase investigation. Roberto Alcaino, the principal behind this load, was arrested at 
LaGuardia Airport in New York following the seizure. This seizure and the result- 
ing arrests made it even more doubtful that the undercover operation would reach 
its planned October takedown date. 

Nevertheless, on the heels of this seizure, Mazur and his undercover “fiancee” 
travelled to Europe. They met with Akbar in London on September 20 and 21, 1988. 
During the course of these meetings, after Akbar was informed that the source of 
the funds was narcotics trafficking, he agreed to assist in their laundering. From 
there the agents travelled to Paris and again met with Chinoy, Howard, and 
Hassan. Additional evidence relevant to their culpability was acquired during the 
course of these meetings. The undercover agents also took steps to ensure that these 
individuals attended the undercover wedding. The agents returned to the States by 
the end of September. 

THE TIMING OF THE TAKEDOWN OF C-CHASE 

I am aware that questions have been raised with respect to the timing of the take- 
down. Indeed, it has been suggested that the takedown was predicated upon non-law 
enforcement considerations. 

To my knowledge, those claims are entirely false. Back in February 1988, an Op- 
eration C-Chase coordination meeting had been held in the Tampa area. That meet- 
ing was attended by agents and prosecutors from districts around the country in 
which the undercover activity was being conducted. The Customs Service, the lead 
agency in the investigation, had determined by that time that the operation should 
last no longer than the late summer or early fall of 1988. 

The reasoning behind the takedown date was as follows: 

First, past undercover operations had given rise to concerns that they were 
unduly facilitating criminal activity, by laundering large sums of money without ob- 
taining commensurate results. The Customs Service and our office agreed that C- 
Chase would attempt to launder the minimal amount of funds consistent with the 
evidentially goals of the investigation. In other words, if there came a point in the 
investigation where we continued to launder funds on behalf of old clients, without 
developing evidence against additional defendants, we would attempt to terminate 
the operation. 

Second, it was contemplated in February 1988, and ultimately proved correct, that 
we would be able to make a case against culpable BCCI officials and the bank by 
the time of the takedown. 

Third, by October 1988, the undercover agents had been operating undercover for 
almost 2 years. That is an extremely long time to be engaged in such stressful and 
dangerous activity. 

In any event, the operation was fortunate to last until October 1988, because of 
the Detroit and Philadelphia seizures and the “burned” New York surveillance. 

THE TAKEDOWN OF C-CHASE 

The phony “wedding” between Robert Mazur and the undercover agent posing as 
his fiancee was scheduled for Sunday, October 9, 1988. In order to separate the tar- 
gets from their families, and to effect the arrests securely, a “bachelor party” was 
scheduled for the previous day, Saturday, October 8. 

The ruse proved highly successful. Several BCCI officers (Awan, Bilgrami, Hus- 
sain, Howard, and Hassan), the Colombian money launderers, Mora, certain of his 
associates, and certain of Alcaino’s associates were all arrested at the “bachelor 
party” on October 8. Two other defendants, including Moncada’s operative Arm- 
brecht, were arrested that weekend in Miami. 

Following the “bachelor party” arrests, a search was conducted of the bank’s 
Miami offices. Simultaneous searches were conducted at the bank in Paris, at the 
bank in London, and at various residences in Great Britain. Three more BCCI offi- 
cials, Baakza, Akbar, and Chinoy, were apprehended in Great Britain at the same 
time. 


agents. It was also agreed that if evidence was developed against S.Z.A. Akbar, he too, would be 

S rosecuted in the United Kingdom. Akbar was, in fact, ultimately prosecuted and convicted by 
British authorities. 
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LEAKS TO THE PRESS ‘ 

At this juncture, I would like to address another issue that has arisen with re- 
spect to this case: the issue of leaks. Unfortunately, leaks to the press and others 
occurred. 

At least one national television news organization, NBC, was infornvxL of the ex- 
istence and nature of the undercover investigation, prior to its condition, by high- 
level officials of the U.S. Customs Service. These officials were apparently acting on 
the instructions of then-Commissioner William Von Raab. 3 The first such disclosure 
occurred at a dinner meeting between Customs representatives and an NBC News 
reporter at the Four Seasons Hotel in Washington, DC, in September 1988, about 1 
month prior to the takedown. NBC and one other national news organization, CBS, 
had television cameras waiting at the Customs Service office in Tampa after the 
“bachelor party” arrests. 

It is, to say the least, regrettable that the lives of the undercover agents — one of 
whom, Mr. Mazur, had already been threatened with death by the narcotics traf- 
fickers with whom he was transacting business — were thereby jeopardized. In fact, 
Mr. Mazur and other agents continued to meet and speak with targets of the inves- 
tigation in their undercover capacities for several weeks after the nature of the un- 
dercover operation had been disclosed to the news media. 

Jack Blum, an investigator for this subcommittee, also found out about the im- 
pending takedown in advance. In a memorandum dated October 7, 1988 — the Friday 
before the arrests and searches — Blum describes his knowledge of the impending 
takedown: 

During the next 3 days more than 80 people associated with the Bank of 
Credit and Commerce International and related companies will be arrested for 
money laundering and drug dealing. The arrests will be in more than a dozen 
locations here and in Europe and have been carefully coordinated. 

At the same time the bank itself and a variety of accounts which have been 
identified as drug accounts will be seized here and in London and Paris. * * * 
The Customs operation is the result of a 2 year sting operation.* * * 

We should take credit for fingering the situation * * *. 4 

Mr. Blum also obtained a copy of draft Customs Service press materials based on 
confidential, internal (as well as inaccurate and outdated) Department of Justice 
memoranda at some point prior to the unsealing of the indictment. Mr. Blum pro- 
vided copies of these materials prior to the unsealing of the indictment to Robert A. 
Altman and his partner, John F. Kovin, of the Clifford & Wamke law firm. These 
materials later formed the basis of numerous pretrial motions which questioned the 
sufficiency of the government's proof and its conduct of the undercover investiga- 
tion. Although the government ultimately prevailed, substantial time was required 
to respond to the motions. 

THE ADEQUACY OF THE TAMPA CHARGES 

Another question has been raised regarding the charges brought against the bank 
and its employees in the wake of the takedown. Former Customs Commissioner Von 
Raab testified before this subcommittee on August 1, 1991: 

I was annoyed at the time of the arrest in Tampa that there were not more 
significant charges brought against higher level BCCI officers and more signifi- 
cant charges brought against BCCI as a corporation * * *. 

Although I was the principal prosecutor on this case, I had never heard Mr. Von 
Raab’s alleged dissatisfaction concerning the nature of the charges or the identity of 
the defendants until his testimony before this subcommittee. In fact, I met with Mr. 
Von Raab on the evening of October 10, 1988, and he congratulated me on my ef- 
forts in the case. Furthermore, Mr. Von Raab was a principal speaker at the press 
conference on October 11, 1988, when the indictment was unsealed. At that time, 
Mr. Von Raab called Operation C-Chase “the most important money laundering 
case in U.S. history.” 


3 Statement of the U.S. Department of the Treasury Regarding Its Operation C-Chase and the 
Bank of Credit and Commerce International, appended to letter from Assistant Secretary of the 
Treasury (Enforcement) Peter K. Nunez to Representative Charles E. Schumer, dated October 
18, 1991, at 9 (the premature disclosure of the ongoing undercover operation to the press and 
subsequent press coverage was “coordinated through Customs headquarters and at the direction 
of then-Commissioner Von Raab”). 

4 Memorandum from Jack A. Blum to Senator John F. Kerry dated October 7, 1988, entitled 
“BCCI: The Takedown, Background and Talking Points.” The memorandum was made part of 
the record of this subcommittee on August 1, 1991. 
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Mr. Von Raab’s complaint that higher-up BCCI officers were not indicted is com- 
pletely misplaced. Simply put, we indicted every BCCI officer who we had a reasona- 
ble chance of convicting at trial. 

CONTACTS WITH JACK BLUM 

Following the indictment, the attorneys for the bank and the individual defend- 
ants began to file hundreds of motions on every conceivable topic, many of which 
were very complex. At the same time, we were preparing to supersede the indict- 
ment to add additional allegations and defendants. In the midst of these efforts, on 
March 23, 1989, Jack Blum contacted the Customs Service. Mr. Blum indicated that, 
through a source, he was privy to information with respect to BCCI that he was 
willing to share with us. Mr. Blum also indicated that his position as an investigator 
with this subcommittee would be terminated by the end of March, 1989, because the 
subcommittee was concluding its hearings. Through Mr. Blum and his source, we 
made arrangements to meet with an alleged witness to BCCI wrongdoing. 

A series of meetings, which were taped at my direction, occurred in Miami on 
March 28 and 29, 1989. During the course of these meetings, the alleged witness, 
who was an ex-BCCI official, provided information concerning alleged illegal activi- 
ties engaged in by BCCI. Thereafter, on March 30, 1989, the ex-BCCI official trav- 
elled to Tampa with Mr. Blum and was interviewed by me and agents working on 
the matter. 

The ex-BCCI official, who had been portrayed by Mr. Blum as having direct first- 
hand knowledge concerning various matters, either didn't have such information or 
was unwilling to admit it. The ex-official's information appeared to be primarily 
hearsay, gossip, rumor, and innuendo. He was also unwilling to testify at any public 
proceeding. We were obviously disappointed, because Mr. Blum had led us to believe 
that the witness could provide first-hand information relative to the bank's involve- 
ment in money laundering and other matters. 

It was our assessment that the ex-BCCI official had mainly provided secondhand 
information, and it was apparently Mr. Blum's view as well. In a memorandum 
dated March 22, 1989, from Jack Blum to Senator Kerry, Mr. Blum stated that the 
ex-BCCI official's “motives are suspect and some of his information is second- 
hand.'' 5 

By the time the interviews had concluded, we were not only skeptical of the qual- 
ity of the evidence provided by Mr. Blum's witness, we were also skeptical of Mr. 
Blum himself. Mr. Blum told us that the upcoming termination of the subcommit- 
tee's investigation was sudden, unexpected, and suspect. Mr. Blum claimed that 
someone on behalf of BCCI had “gotten to" or paid off this subcommittee in order 
for it to terminate its investigation. Mr. Blum was unable to offer any specifics, and, 
frankly, we did not credit this allegation. 

Mr. Blum also wanted the government to pay him for any future assistance to our 
investigation. He indicated that, as a result of the termination of the subcommittee 
inquiry, he was about to lose his job and needed money. We declined to enter into 
that sort of relationship with Mr. Blum. The reason why Mr. Blum's request for 
payments is relevant is because it caused us to examine more closely his actions and 
his information, as it properly would with any witness. 

We were thus faced with unsubstantiated allegations made by Mr. Blum, whose 
motives and credibility were suspect. When we spoke with Mr. Blum's witness, he 
fell far short of our expectations. Nevertheless, we commenced a separate grand 
jury investigation into certain of these areas. Furthermore, we pursued this infor- 
mation despite the fact that a second ex-BCCI official brought to us by Mr. Blum 
during May, 1989, turned out to be an even worse witness than the first. Even Mr. 
Blum acknowledged that the second individual did not turn out to have the type of 
information which he represented to us the witness would have. 

Questions have been raised with respect to what the government did or did not do 
with the information provided to it by Mr. Blum and the first ex-BCCI official. Not- 
withstanding the poor quality of the information, the finite resources available to 
us, and our substantial pretrial and discovery obligations, we pursued the informa- 
tion. A grand jury investigation was opened predicated on this information as well 
as the statements made by Amjad Awan in the course of the undercover operation. 
That investigation continued until early October 1989, when, due to the lack of 
other available leads and the press of the upcoming trial, it was temporarily sus- 


5 This memoranda was included as part of the record before this subcommittee during Mr. 
Blum’s August 1, 1991, testimony. 
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pended pending the completion of the trial and the sentencing of the individual de- 
fendants. 

RESOURCES DEVOTED TO OCHASE 

I would now like to address the issue of the investigative resources devoted to the 
C-Chase prosecutions. The greatest demands on those resources arose out of the 
need to prepare transcripts of thousands of taped undercover conversations. 

Early in the investigation, we made the decision to tape as many conversations as 
possible with the targets of the investigation. By the time of the October takedown, 
undercover agents had taped more than 2,000 meetings and telephone conversations 
with numerous individuals. From the inception of the investigation through early 
1988, a majority of those undercover conversations were transcribed or summarized. 

Beginning in early 1988, however, when the investigation began to focus on the 
BCCI bankers, we in effect “overran our supply line” concerning the transcripts as 
a result of the extensive undercover activity the agents were engaged in. 

Because of the volume of the tapes, the undercover agents were no longer able to 
transcribe the tapes in a timely manner. This left us with a choice either to use 
outside transcription services, or to require the undercover agents to transcribe the 
tapes as they were generated, at the risk of foregoing undercover activity. I made 
the decision that it was more important that the undercover agents engage in un- 
dercover activity than it was for them to transcribe tapes. I decided that the tapes 
could be transcribed and made available in discovery after the case was indicted. 6 * 8 

The obvious question is why did we not utilize non-government transcription serv- 
ices before the takedown. The answer to that is simple: it was my view that the 
need for secrecy in this investigation was paramount, and I did not want to risk 
compromising the investigation and putting the agents’ lives at risk by providing 
these tapes to third parties. It is well-known within the law enforcement community 
that narcotics traffickers utilizing the services of private investigators, attorneys, 
and others are able to ferret out information concerning ongoing drug investiga- 
tions. The risk of compromise was not one that I was willing to take. 

In any event, the transcription process started in earnest shortly after the end of 
the investigation. This process, given the poor audibility quality of the tapes (most 
of which needed to be enhanced in order to be heard) and the heavily-accented Eng- 
lish of the BCCI defendants, was tedious. This process was the subject of much dis- 
cussion and dispute between my office and the Customs SAC in Tampa, as well as 
within Customs itself. Unfortunately, there were only four or five agents who were 
willing and able to do this arduous work. 

SAC-Tampa was well aware that the transcription process was causing us discov- 
ery problems with the District Court. This problem came to a head during the 
spring of 1989, and continued thereafter. Although the disputes were ultimately re- 
solved, in many instances suitable transcripts were not finalized until the day the 
underlying tapes were played in Court. Nevertheless, due to the efforts of Mr. 
Mazur and the small cadre of agents assisting him, the ultimate high quality of the 
transcripts was recognized by the trial judge. Without the transcripts, an effective 
prosecution would not have been possible. 

THE PLEA AGREEMENT 

As the subcommittee knows, the Tampa U.S. Attorney’s office entered into a plea 
agreement with BCCI in January, 1990, on the eve of trial. This agreement has re- 
ceived much criticism, most of it ill-informed. For instance, Mr. Von Raab testified 
before this subcommittee on August 1, 1991, that “I think it was a shameless agree- 
ment. It had a number of terrible aspects.” Mr. Von Raab acknowledged, however, 
that “I don’t know the details or technical side of it.” 

I do know the details and technical side of it, and they are as follows: 

1. The purportedly “shameless” plea agreement did not prevent the Department 
of Justice from prosecuting BCCI. It only bound the Middle District of Florida from 
prosecuting BCCI for matters under investigation at the time of the agreement. The 
Department of Justice in Washington and every other U.S. Attorney’s Office in the 
country is free, and has been free at all times, to indict and prosecute BCCI. 

2. The plea agreement precludes no federal prosecutor anywhere from indicting 
any employee, officer, or director of BCCI for any criminal offenses. 


6 This is not to say, however, that we were unaware of the nature of the conversations. I re- 

ceived timely reports of the undercover contacts with the targets from Mr. Mazur; in addition, 

an IRS agent listened to relevant portions of key tapes to enable us to prepare the indictment 
and search warrant affidavits. 
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3. The plea agreement resulted in the largest monetary penalty ever imposed 
upon a corporate defendant for money laundering. This $15 million penalty did not 
consist, contrary to Mr. Blum’s and Mr. Von Raab’s assertions before this subcom- 
mittee, of the profits that the agents had “created in the drug deal.” It was the 
bank’s money. The bank’s profits as a result of engaging in transactions with the 
undercover agents did not exceed $250,000. 

4. The plea agreement resulted in an admission by BCCI that money laundering 
of narcotics proceeds was among its corporate policies. 

5. The plea agreement resulted in the bank pleading guilty to every , and I repeat, 
every readily provable count in the indictment. The bank pleaded to 33 substantive 
money laundering counts, as well as a count of conspiracy to launder drug money. 
The only count the bank did not plead guilty to was a narcotics conspiracy count. 
This was as a result of a pre-trial order entered on December 5, 1989, by the trial 
judge which I understand Mr. Genzman’s testimony will address. 

6. The plea agreement has been criticized for not putting the bank out of business. 
As the trial judge indicated when he accepted the plea agreement and sentenced the 
bank on February 5, 1990, federal criminal law makes no provision for revoking the 
bank’s license to do business in the United States. As this subcommittee knows, the 
decision to permit a foreign bank to do business in the United States rests with reg- 
ulatory authorities. 

7. The plea agreement has also been criticized for permitting the “most serious 
offender,” the bank, to escape with a light punishment. First, as I have related, the 
bank did not escape lightly. They paid a $15 million penalty and admitted that they 
had a corporate policy of laundering drug money, forever tarring the bank with that 
admission. Second, they agreed to cooperate with the government. Unfortunately, 
due to the ongoing nature of the investigations which their cooperation has impact- 
ed, I am unable to disclose the strength of that cooperation. Third, the publicity 
stemming from the bank’s prosecution had an adverse economic impact on the 
bank. 7 Finally, the Department of Justice was and is free to investigate and pros- 
ecute individuals as well as the bank itself for any and all crimes. ’Hie plea agree- 
ment did not preclude the Middle District of Florida from returning a RICO indict- 
ment against other high level officials of the bank, Colombian drug traffickers, and 
others, which was unsealed on September 5, 1991. In fact, the RICO enterprise in 
that prosecution was defined to include BCCI. 

As I have testified, the plea agreement did not preclude the government from 
prosecuting the bank employees who were charged in the indictment. As you know, 
we tried those defendants, convicted them, and they received serious sentences. 
Questions have been raised as to why we accepted a plea from the bank and not 
from the individual defendants. We in fact attempted to enlist the defendants’ coop- 
eration, but were unsuccessful in doing so. This was due to a number of factors: 

There was a fundamental difference of opinion between the government’s view of 
the case and the defendants’ attorneys’ view of the case. We viewed the bankers as 
being no different than drug dealers. The defense attorneys viewed their clients as 
white collar criminals. My office’s plea agreement policy in drug cases gave the indi- 
vidual defendants, as with any defendants similarly situated, three choices: go to 
trial; plead guilty to the entire indictment; or plead guilty and cooperate with the 
government in the hopes of receiving a reduced sentence. However, in this case, the 
individual defendants, with one exception, refused to give proffers of what their tes- 
timony and knowledge would be. They also had unrealistic expectations as to the 
length of prison time they were likely to serve, even with cooperation. Finally, their 
attorneys convinced them that they could beat the charges. As a result, we never 
consummated plea agreements with any of the individual defendants. 

CONCLUSION 

The final criticism that I would like to address is the so-called lack of additional, 
immediate results in the BCCI matter. The Department of Justice does not indict on 
rumor, gossip, innuendo, hearsay, and secondhand information. We indict when we 
have admissible evidence. I can assure you that the Department is moving ahead 
rapidly in this matter. When sufficient admissible evidence to convict has been ac- 
cumulated as a result of the various BCCI investigations, then, and only then, will 
indictments be sought. That is the standard which is applied in the Middle District 


7 See written testimony of J. Virgil Mattingly, Jr., General Counsel of the Board of Governors 
of the Federal Reserve System, September 13, 1991, before the House Committee on Banking, 
Finance and Urban Affairs, at 14. 
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of Florida and that is the standard which the Department of Justice will apply 
across the board. 

Senator Kerry. Now, let me try to find a beginning here, amidst 
these long summaries. In a sense, gentlemen, the two of you have 
come in and given, I think obviously, plausible, and intelligent, and 
credible sense from your perspective about what you did, and why 
you did it, and how you did it. 

The question that leaps to my mind, and I suspect in the minds 
of some other observers, is whether you are seeing the forest for 
the trees. I think Mr. U.S. Attorney Genzman you said, and I quote 
you: “Tampa was a money laundering case.” And that is the way 
you viewed it. But to me and a lot of other people, and I think to 
Bob Mazur according to his testimony today, it was much more 
than a money laundering case. 

It was a case where information was surfacing about the illegal 
ownership of banks in the United States, about our arms, about 
broad-based criminal activity. And the sense a lot of people have is 
that, yes, while you can come here and say indeed, this was very 
credible and we achieved a lot, as Bob Mazur himself said, it 
achieved far less than it could have, and that some people think 
should have. Now how do you respond to that? 

Mr. Genzman. Let me start, Mr. Chairman, by saying that we 
had a takedown that required the Tampa case to focus on money 
laundering. If we had not, I would be at the witness table today 
explaining why we went up every rabbit trail we could find, and 
ignored what we had in front of us, which was the money launder- 
ing case. And let me add, this one of the first, if not the first — — 

Senator Kerry. But who suggested that you ignore that? 

Mr. Genzman. If you let me proceed, I was just going to get to 
that Mr. Chairman. We could not ignore what we had before us, 
which was a money laundering case. And contrary to testimony 
that you heard in August, this case was not brought to our office 
wrapped in a ribbon ready to go. There was an incredible amount 
of work that had to be done. We had to give priority to that case. 
We had to abide by the judge’s timetable, the Speedy Trial Act dis- 
covery requirements, but we did not ignore these other allegations 
as they came in. 

Senator Kerry. Did you write a letter to the Attorney General 
saying Mr. Attorney General, we have an extraordinary case here 
which involves the illegal ownership of the bank, which involves 
many more millions of dollars than we have yet proven. And we 
need people down here in order to be able to do this. 

Mr. Genzman. I could show you a stack of letters and memos 
that we have written, that I have written since I became U.S. at- 
torney right around the time of the takedown, which asked for ad- 
ditional resources. 

Senator KERRY. Did you get them? . 

Mr. Genzman. Not just for the BCCI case, but for a number of 
other cases. 

Senator Kerry. Did you get them for the BCCI case? 

Mr. Genzman. Yes, as a matter of fact. Right, within months we 
received, I believe, five asset forfeiture attorneys, at least two of 
which were working very regularly on BCCI. And we also received 
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some additional drug resources. And as soon as we were able to get 
those people hired, we put them to work. 

Senator Kerry. Did they specifically go to work on BCCI? 

Mr. Genzman. Well the people that we bring into the door 

Senator Kerry. Did those people that you requested specifically 
go to work on BCCI? 

Mr. Genzman. Some of the asset forfeiture people did, but you 
have to understand that when you bring new people into the door, 
you rarely give them one of your biggest cases, if not the biggest 
case in the history of your office. We reassign people internally as 
we bring in newcomers. And every time Mr. Jackowski, or his col- 
leagues, would come to us and say they needed help either on asset 
forfeiture or on motions or on any of the work they were facing, we 
addressed those needs, and they were taken care of. And I don’t 
think anyone has criticized the attorney resources that were ap- 
plied to this case. 

Senator Kerry. That is not the issue, believe me it is not. And I 
want to make that very clear. I never issued one world of criticism 
about the attorneys in the case, or others. 

Mr. Genzman. Can I respond further? You also mentioned — your 
question referred to whether new people were coming on board to 
work on the BCCI case, and I think that reflects a problem that 
needs to be avoided. And that is, you can’t have new people coming 
in the door and picking up work on such a big case. As a matter of 
fact, putting a small army of experienced people on a case of this 
type can often be self-defeating. 

Senator Kerry. I do not disagree with that, but that just begs the 
question as to why your lead attorney, Mr. Jackowski, went out to 
Denver and why Mr. Mazur quit. 

Mr. Genzman. Why don’t you ask Mr. Jackowski? I’m sure he’ll 
be pleased to answer. 

Senator Kerry. We will get to there, but why do you not say, 
gee, we need you here. I do not want to assign you to Denver right 
now. You are on the biggest case in the country. 

Mr. Kehoe. Well, I had numerous discussions with Mr. Jack- 
owski about him staying in the middle district of Florida. Not only 
for this, but for other reasons. The primary reason, Senator, being 
that he is one of the best prosecutors that I’ve ever seen in my life, 
and he had other personal business. And I will let Mr. Jackowski 
speak for himself, but we had numerous discussions about that. 

Mr. Jackowski. Senator, the fact of the matter is that. No. 1, I 
decided to transfer to Denver. No one decided to transfer me to 
Denver, as has been suggested in the New York Times. That’s No. 
1, and No. 2, the reasons for my decision to go to Denver were en- 
tirely personal. No. 3, as Mr. Kehoe stated, Mr. Kehoe on numer- 
ous occasions, sir, attempted to, shall we say inveigle me to stay in 
Tampa, as did Robert Genzman. These gentlemen wanted me to 
stay in Tampa. I had a discussion last week with Mr. Kehoe in 
which Mr. Kehoe said why don’t you come back to Tampa. So I 
have been asked to, No. 1, stay in Tampa and No. 2, I was to 
return to Tampa. And my reason for going to Denver was personal, 
sir. 
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Senator Kerry. Now with respect to your feelings about the case, 
is it not a fact that you were unhappy with the pace and scope of 
the investigation? 

Mr. Jackowski. No, that is not correct, Senator. 

Senator Kerry. I think there was a memo in which you — and 
certainly the written memo by Bob Mazur seemed to suggest that 
you agreed with his perceptions of lack of resources, and the un- 
happiness. 

Mr. Genzman. While he is looking, Senator, can I respond to a 
part of that question. 

Senator Kerry. This is Mr. Mazur’s memo, and I read from it. It 
says, the outcome of the case, while notable, was considerably less 
than what it could have been. The indictment of additional defend- 
ants and the seizure of substantially more drug proceeds was lost 
directly as a result of the application of inadequate resources by 
blank to the investigation. This opinion is shared by individuals 
meaningfully involved in the successes preserved within Operation 
C-Chase, including the lead prosecutor, see attachment A, memo of 
Mr. Jackowski, page 4. So your own memo suggested that you were 
unhappy, you thought more could have been done. 

Mr. Jackowski. Sir, what I think you’re doing is you’re taking 
Mr. Mazur’s memo and reading into it words that Mr. Mazur’s 
memo — a certain unhappiness on my part with respect to the 
*v progress of the case. And I don’t think that’s correct. I will tell you 
what is correct, and I will tell you what I understood 

Senator Kerry. Before you do, and I am going to give you a 
chance to but before you do tell me, and I will give you the full 
opportunity to do so, are you saying that you did not hold the opin- 
ion that the outcome of the case was less than what it 'could have 
been? Did you hold that opinion? 

Mr. Jackowski. I’m going to answer your question. 

Senator Kerry. Yes or no. 

Mr. Jackowski. I cannot answer the question yes or no, Senator. 
I have to answer in the following manner. My unhappiness with 
respect to the C-Chase investigation, and this was not with respect 
to the C-Chase prosecution, it related to the C-Chase investigation, 
was that there were a number of documents that were seized as a 
result of searches conducted in Miami and other places. 

It was my view that included within those records were leads to 
other narcotics traffickers and money launderers. It was my fur- 
ther view, as of the time I wrote my memorandum, which was at 
the end of January 1991, that those documents had not been ade- 
quately reviewed to pursue all of those leads. That was the nature 
of my unhappiness, Senator. 

Senator Kerry. Well, I interpret that, and correct me if I am 
wrong, that if the leads had been followed up more would have 
been produced. So ergo, it did not produce all that it could have. 

Mr. Jackowski. Senator, what I think you are trying to do is 

Senator Kerry. Look, there were a lot of different — I mean I am 
dealing with some of the memos that I have here. Let me ask you 
this 

Mr. Jackowski. What you’re doing is you’re asking me about a 
statement that Robert Mazur wrote. That statement refers to a 
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memorandum that I wrote, and what I'm trying to do is explain 
what I meant when I wrote that memorandum. 

Senator Kerry. Let me ask this, is there any reason the commit- 
tee should not see the memo you wrote? 

Mr, Jackowski. I believe the committee has seen a redacted ver- 
sion of the memo. 

Senator Kerry. Not of the memo that.you wrote. I do not believe 
so. We have not seen that. 

Mr. Kehoe. Senator, the vast majority of Mr. Jackowski’s memo, 
and I believe that it is the memo that Mr. Jackowski addressed to 
me, among others 

Mr. Jackowski. That is correct. 

Mr. Kehoe [continuing]. Is the memo that addresses our format 
for our continuing investigation. This was a memo that was written 
to me, among others, when Mr. Jackowski was about to leave. It 
directly addresses ongoing matters as to what he thinks we should 
do, and the next target level that we should move to. On that basis, 
Senator, I would object, with all due respect to the committee, of 
handing it over to the committee. Because it is an ongoing matter. 

Senator Kerry. Which puts us in the inevitable sort of catch-22. 
You guys can sit there and say it is an ongoing investigation, and 
we are the committee of oversight to determine whether or not it 
is. But we cannot see any documentation that would support that. 

Mr. Kehoe. Senator, there is documentation to support that. The 
most recent documentation to support is a September 1991 indict- 
ment. The next level of indictments that 

Senator Kerry. September 1991 indictments, you are referring to 
the Federal Reserve case? 

Mr. Kehoe. I am referring to the indictment that the middle dis- 
trict of Florida indicted Mr. Naqvi as well as Mr. Rizvi, and a vari- 
ety of other people on a RICO, and a RICO conspiracy. Now that is 
not the only matter that is contained in that particular memo that 
Mr. Jackowski wrote to me, if I recall correctly. 

There is a continuing investigation going on to date, Senator, 
that is discussed in that particular memo. Now you ask if the De- 
partment of Justice, or the U.S. attorney’s office, or the middle dis- 
trict of Florida has any proof. Well you need to take my word, you 
don’t need to take my word, Senator, you need only to go to the 
docket sheet of the most recent indictment. 

Senator Kerry. Well we can get into the question of the most 
recent indictment. I am not going to right now, but there are a lot 
of questions that arise in between that time period and now, some 
of which we will get into, many of which we will not have time to 
get into. 

I do not take that most recent indictment as a statement of what 
did or did not happen between then and now. And there are many 
reasons why I do not, but I simply do not. And this particular — it 
seems to me that it ought to be possible since we have had no prob- 
lem in getting whole pages delivered to us with nothing on them, 
to redact sufficiently that we are able to see what you said about 
your opinion it, but not obviously on the ongoing investigative 
aspect of it. 

Mr. Jackowski. Senator, that is not a decision that I made. 

Senator Kerry. I know. 
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Mr. Jackowski. I just want to say one thing. First of all, there 
are two components to my memorandum. One relates to ongoing 
matters which 1 believe, under tradition theories, this subcommit- 
tee would not be entitled to. The other relates to a criticism, and 
the criticism relates to going through the records. And I’m telling 
you under oath, that my criticism with respect to the records relat- 
ed to my belief that included within those records were transac- 
tions of other money launderers and narcotics traffickers. That’s 
what I meant. 

Senator Kerry. What about First American? Was that not of 
issue then? 

Mr. Jackowski. Not of issue, when? At the time I wrote my 
memorandum. 

Senator Kerry. This particular time, yes. 

Mr. Jackowski. I think First American, sir, has been of issue 
since March 1988, No. 1. No. 2, 1 Senator, am not aware — Senator, 
I’m not aware that there are any — well let me put it to you this 
way — I am not aware of any materials included within the docu- 
ments that came out of Miami which are directly relevant to First 
American. This is Mark Jackowski saying that. Mark Jackowski 
who has not reviewed all those records, Mark Jackowski who has 
not received a detailed report relative to that. That’s what I’m tell- 
ing you. 

Senator Kerry. Relative to — - 

Mr. Jackowski. The notion, or your question concerning whether 
or not there is anything in those records concerning First Ameri- 
can, I don’t believe so. 

Senator Kerry. Well I am going to come back to that in a few 
minutes. Let me go back here for a second, if I can. Did any of you, 
at any time, receive information from Justice or anyone else from 
the CIA regarding their knowledge of the money laundering aspect 
of this? 

Mr. Jackowski. I did not. 

Mr. Kehoe. I did not. Senator. 

Mr. Genzman. I did not. Let me emphasize that Mark Jackowski 
was involved from the beginning of the prosecution side of the case. 
I came right before the takedown, and Mr. Kehoe came in early 
1989, several months after the takedown. 

Senator Kerry. If, and this is hypothetical, but if you had re- 
ceived a memorandum from the CIA, or directly from the Treasury 
saying to you BCCI secretly owns the largest bank in Washington, 
what would you have done in response to that? 

Mr. Kehoe. May I answer that, Senator? I mean hypothetically, 
with the type of intelligence. 

Senator Kerry. Well, I was asking the U.S. attorney. 

Mr. Kehoe. I apologize. 

Senator Kerry. I would just like to know from the U.S. attorney. 
You are in charge, it is your district. If you had received that infor- 
mation, what would you have done? 

Mr. Genzman. We had other information regarding the First 
American issue. We were pursuing that other information that 
would have been referred to the people who were pursuing that 
particular issue. 

Senator Kerry. Who was that? 
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Mr. Genzman. That was Mr. Jackowski and Mr. Rubinstein, and 
also I would t hink the investigators who were involved. And just 
emphasize, Senator, there was movement in that direction in early 
1989. There was grand jury work in that regard. Because of the 
nature of the information we had 

Senator Kerry. Where was the grand jury work? 

Mr. Genzman. In Tampa. 

Senator Kerry. In Tampa. 

Mr. Genzman. Yes. 

Senator Kerry. Was that in response to the subpoena that was 
issued by Mr. Jackowski, is that what you are talking about? 

Mr. Jackowski. That is what Mr. Genzman is referring to. 

Senator Kerry. You issued one subpoena, I believe. 

Mr. Jackowski. I don’t believe it was one subpoena, sir. I believe 
it was more than one. 

Senator Kerry. With respect to First American. 

Mr. Jackowski. I believe what we did is we received information 
pursuant to subpoena from Federal Reserve banks in Virginia. 

Senator Kerry. But that was — the first subpoena was issued in 
1989, which requested that information, correct? 

Mr. Jackowski. That is correct. And that grand jury investiga- 
tion was predicated on the statements made by Juan to Mazur 
during the course of the undercover investigation. And also predi- 
cated on the information provided to us by Mr. Blum and persons 
whom he’d brought to our attention. 

Senator Kerry. Would you say, Mr. Genzman, that it is your 
opinion now that there was a failure to communicate from whoev- 
er — from one agency to another, or whoever in Federal law en- 
forcement received information about the secret ownership and the 
prosecutors, your prosecutors in Tampa who were making the drug 
case against BCCI? 

Mr. Genzman. I can’t say that there was a failure to communi- 
cate, Senator, in a situation where there was communication. We — 
when I say we, I’m talking about the C-Chase team — investigative 
agents did, in late 1988 within weeks of the takedown, contact by 
phone a representative of the Federal Reserve and then followed 
up that phone conversation with a meeting. 

Senator Kerry. Well let me be clear here. CIA made a definitive 
determination in 1985, or earlier, that BCCI was owned — excuse 
me, they made the determination in 1985 that a previous owner- 
ship in effect had taken place. That was not communicated to you, 
is that correct? 

Mr. Genzman. That is correct. 

Senator Kerry. When you were the drug case — all I am trying to 
get at here is the process. I mean, we had the acting — at the time 
the acting director of the agency here, and he felt in retrospect, 
yes, we should have had some process here where there is an auto- 
matic catch basin for this kind of cross-tabulation of information, 
or something. And I am trying to get your sense of it as one of the 
field people, of whether or not you agree with that. You seem to 
disagree, notwithstanding the fact that he has readily acknowl- 
edged it. 

Mr. Genzman. I seem to disagree with what point, Senator? 
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Senator Kerry. That somehow you did not get the information 
the Government had. I mean it is a matter of record, is it not? 

Mr. Genzman. I’ve said so twice, and I’ll say so a third time, we 
did not receive the information. Now you have me at a disadvan- 
tage because I didn’t see that information. But I understand that 
that information is conclusory in nature. I don’t understand it to 
be good admissible evidence in a courtroom. And I think other wit- 
nesses who have seen it and have analyzed it, including people 
from the CIA and from the Fed have said that. So whether we 
could have taken that and run with it, I think, is very debatable. 

Senator Kerry. Well, Bob Morgenthau took it and ran with it. 

Mr. Kehoe. Senator, let’s back up exactly with what Mr. Mor- 
genthau took and ran with. I mean first and foremost the Depart- 
ment of Justice will take information from any source whatsoever. 
Let’s assume that. The second point with regard to, for instance, 
the First American / BCCI connection — Senator, you and I talked 
about this the other day, when we were just discussing the case. 

As you know, we went back to 1978 and the CCAH takeover of 
BCCI through its shareholders. There were numerous rampant 
rumors about BCCI controlling First American. So when this came 
up in March 1988 or February 1988, in conversation with Bob 
Mazur, it was not a new issue. It was not a new issue in any way, 
shape, or form. Taking that issue from his mouth, or anybody else’s 
mouth, and proving it are two different things. 

The ideal thing would have been able to have Mr. Awan come 
forward and go to the Fed, and go to everybody else, and testify 
about the connection between First American and BCCI. However, 
Senator, as of October 1988 he had been indicted. Now, let’s move 
ahead, and he couldn’t. He was not going to tell us that informa- 
tion at that time. 

Senator Kerry. Who could not? 

Mr. Kehoe. Mr. Awan, because in October 1988 he was a defend- 
ant with a defense attorney. 

Senator Kerry. He had already told it to people. 

Mr. Kehoe. There is one thing. Senator, telling it in a covert 
tape, and it’s yet another, as you know having been a prosecutor 
Senator, of debrief somebody. 

Senator Kerry. I know, but the question is 

Mr. Kehoe. Senator, let me finish please. It’s yet another thing, 
as you know, saying, pointing someone to the documents to cor- 
roborate that piece of information. Now, with what Mr. Morgen- 
thau and I told — I spoke to you the other day about this — as my 
view as a career prosecutor is, Mr. Morgenthau has got a case. I 
say God bless him. If he’s got a case against somebody, and he can 
make a case, we will back everything he does. Senator. 

However, he was able to piece that case together with an item 
that we did not have. That I wish we had, Senator, but we didn’t 
have. And that was the November 1990 Price Waterhouse report 
that was done in England. We did not have that. Mr. Morgenthau, 
through his contacts, got that. And he indicted a case, and I credit 
the work that he has done in that regard. 

But we were doing different types of work. We were convicting 
the people that we had down in Tampa, and continuing our investi- 
gation. 
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Senator Kerry. Well I want to inquire about that, obviously, a 
little bit. But we have another vote on, so we are going to have 
stand in recess while I go vote, and then we will be back. 

[A brief recess was taken.] 

Senator Kerry. The hearing will come to order. We have a lot 
left, obviously, to still try to cover in a short period of time. I apolo- 
gize for the interruptions. I know it is an aggravation, but a neces- 
sary one. 

I have a feeling that for every perception that I or someone else 
might have that more could have been going on, there is obviously 
a response, and you guys are going to have the capacity to say, 
well, we were doing this, we were doing that. 

And the problem still will come back to the sense that outside 
observers will have or not have of the differences between what 
some people perceive or do not perceive as high-gear action, I 
guess. It is just my sense, and I have said this at prior hearings so 
there is no surprise in it, that this was kind of less than high-gear 
action. 

Mr. Kehoe. Senator, can I comment on that? 

Senator Kerry. Absolutely. 

Mr. Kehoe. I was the first assistant as of February 1989. 1 came 
into this case, spent a tremendous amount of time with Mr. Jack- 
owski on strategy as to what we were going to do, how we were 
going to proceed. 

It was my philosophy then, as a career prosecutor who has done 
protracted cases, that you proceed in a traditional fashion. The tra- 
ditional fashion that I decided that the middle district of Florida 
was going to proceed on, was going after the people, the target that 
you have in your crosshairs. The target in the crosshairs were the 
defendants that had been indicted in October 1988. 

Now, for every investigation that I have been in since, in all the 
years that I have been in the Department of Justice, there are 
leads. Could there have been leads followed up in this that were 
not? Absolutely, Senator. But you never lose contact and you never 
lose sight of your target, because your target, once you convict him, 
provides you with a source of information that in my experience 
cannot be duplicated. 

He can point you in the right direction. He can tell you where to 
go. And on top of that, he can assist you in not only getting other 
indictments and other convictions as you move up tne line. That is 
what we were trying to do. We were trying to take these defend- 
ants and trip them up. 

That is the traditional prosecutorial strategy; that is my strategy 
in virtually every case that I have done, and that is the one that I 
employed. I ordered these people to keep their eye on this case. 
And that is why we went in that direction. 

Senator Kerry. I am trying to find a way to say this so that I do 
not dig a hole here. I am uncomfortable sitting here looking at 
three professional prosecutors who are dedicated to doing some- 
thing, and saying to you, from the grand posture of this podium 
and my title and position, that I disagree with you. 

People say that 20-20 hindsight is always easier, but this is not 
20-20 hindsight. We thought, we, being a group of us who were in- 
volved in this, thought during it that there was a different way to 
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go at it. And I respectfully — and I say respectfully, and 1 do not say 
it for the purpose of just saying it, I mean it— I say that I disagree 
with you. 

When the plea bargain came down, I spoke out then because I 
had a different perception of how this case could be made. I had 
such a different perception of how the case could be made that I 
sent Jack Blum to you. I did. And it is kind of interesting today; 
you have sort of attacked Jack Blum’s credibility, and 1 will come 
back, to that in a few minutes, but it is ironic that Jack Blum went 
to the Feds because we were turning over information that we 
thought needed investigation. And our very sources were saying to 
us they are not being talked to. 

Mr. Kehoe. Let me respond to that. 

Senator Kerry. The subpoenas for documents that we were after 
were not subpoenaed. I just, I have to tell you, I know the dates, I 
know the timeframe, I know the documents. 

Mr. Kehoe. Senator, let me— 

Senator Kerry. What I am saying to you is there is a difference 
of opinion here as to what went on, when and how. Now, that is 
why I do not want to spend hours going through each different 
component of it, but I will deal with a few of them here. Let me 
give you an example. 

Mr. Kehoe. Senator, please, before you move on, and I think it is 
important 

Senator Kerry. I am not going to move on. I am going to stay 
right on this, and then you can answer it, OK? 

Mr. Kehoe. Senator, please, may 1 comment on what you said? 
Because I think it is important for you, Senator, to appreciate ex- 
actly what was going on. I can appreciate that you. Senator, dis- 
agreed with the philosophy that I took. 

Senator Kerry. Not just the philosophy. I’m disagreeing with 
fact. For instance, when was this, and let me ask the question 

Mr. Kehoe. Senator, Senator 

Senator Kerry. No, let me ask the question. When was this gen- 
tleman made a full-time attorney on this case? 3 or 4 months 
before the takedown, correct? Is that correct? 

Mr. Kehoe. Senator, may I answer what is going on? Mr. Jack- 
owski, with regard to that, was at the beck and call of Mr. Mazur 
throughout the investigation. But going back to the other philoso- 
phy, Senator, the philosophy we employed that you, Senator, dis- 
agree with, obviously that is your prerogative. But, Senator, it has 
been the only successful philosophy that has produced any results 
to date. 

And Senator, with all due respect, you are criticizing a philoso- 
phy which has not reached its conclusion and is nowhere near 
reaching its conclusion. How can we analyze a baseball game when 
we are only in the third inning? 

Senator Kerry. The metaphor has been used by the Justice De- 
partment, you do not perform an autopsy on a live corpse. The dif- 
ference of opinion here is whether it was live or comatose. And my 
feeling is it was comatose for a period of time, during the timeout, 
the timeout that Bob Mazur testified to. Now 

Mr. Kehoe. Senator, Senator, please 
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Senator Kerry. No, no, I am going to give you ample opportunity 
to answer, but I want to ask a question. Now, look, there were 
some 1,900 telephonic recordings. By April 17, 1989, only 16 of 
them were proofed and in final typed form. Is that a high priority? 

Mr. Kehoe. Senator, you are 100 percent right with regard to 
delays in transcribing those tapes. We had problems in transcrib- 
ing the tapes. A decision was made by the prosecutor, Mr. Jack- 
owski, that the tapes were not to be transcribed prior to the take- 
down for security reasons. 

We did not want to take the chance of having some outside 
agency — which often we do in cases, we have outside agencies tran- 
scribe our matters — we did not want an outside agency possibly 
leaking information; it was too sensitive a matter. We ultimately 
were delayed in having those tapes transcribed. 

I do not think, maybe you and I did not discuss that in private 
session, Senator, but I will tell you under oath right now that was 
a problem. It was a problem with the court, and I believe I see Mr. 
Jackowski’s statement or Mr. Genzman’s statements that alludes 
to that. But we got it done. 

Senator Kerry. Second question. Approximately 16,600 docu- 
ments were obtained from individual defendants, either incidental 
to arrest or via search warrant. In excess of 100,000 documents 
were obtained from BCCI via search warrant. Although all of these 
records have been copied and provided to the defense, none of these 
records have been viewed and analyzed by case agents. 

Mr. Kehoe. Senator, I believe that was in a memo written by an 
agent, a Customs agent, sometime during April 1989. At that time, 
the facts as stated therein were correct. The reason why the facts 
as stated therein were correct at the time was because we had a 
number of other matters to deal with, and we were principally 
starting to focus on the transcription of the tapes. 

We had had bond hearings and bail hearings, which consumed a 
substantial amount of agent as well as prosecutorial time, from the 
time of the takedown, Senator, through December or late Novem- 
ber 1989. We also, sir, had to deal with discovery obligations rela- 
tive to a forthcoming trial in Detroit. 

We also, sir, had to- deal with the preparation of letters for 
France. We also had to deal with the extradition of a defendant 
from the United Kingdom to the United States, that is, Mr. Chinoy, 
who just arrived here in March. Those were all other matters, sir, 
which had to be dealt with before we could get to the records. 

Shortly thereafter, sir, there was an IRS agent who was assigned 
with the sole duty of preparing the trial evidence. He, in fact, in 
conjunction with myself biA principally him, his name is Orrin L. 
Oaks, he went through those documents, sir. He went through 
those documents, analyzed those documents, and the documents 
were thereby selected and prepared for trial. 

And as a matter of .fact, he. testified as a summary witness in the 
tridl, and his charts and,.his summary of those documents was ad- 
mitted in evidence, sir, and was also, in my mind, a great way of 
summarizing the Government's evidence and substantially contrib- 
uted to our successful prosecution. 

Senator Kerry. I do not deny that, and the point I am making, 
and I could go through a number of other things, and you see, you 
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will always have subsequent actions that were taken to try to stop- 
gap it. 

Mr. Jackowski. I do not think it is stopgap. The point is, sir, in a 
prosecution, you take first things first. The first that happened was 
the arrest. The next thing that happens in the criminal justice 
system is bond or bail decisions are made. That is what you have to 
focus on. 

Senator Kerry. I have to tell you respectfully, look, I have pre- 
sented evidence to a grand jury before, and if I had had a grand 
jury instead of a congressional committee that could not even get 
the U.S. Congress to back up its subpoenas, and which has taken a 
lot of flack because of the difficulties we had, this case would have 
been wide open in early months of 1989, absolutely. 

And I know for a fact from witnesses we have talked to in BCCI 
that they were scared stiff of us breathing down their necks, and 
how close we were getting. But we were not able to; it is one of the 
great failings of this institution. 

And I will tell you, I know that if I had had the power to subpoe- 
na certain individuals and documents and get them in there, one 
on one, the way you guys do, not the way we do, where I have got 
to go to six Republicans and fight the politics of 1988, and people 
who are alleging the committee was simply a front for Dukakis, 
and that we were not trying, you know, and so forth. I mean, that 
is what we ran up against. I am telling you what we were up 
against. 

Mr. Jackowski. Senator, I hear what you are saying. 

Senator Kerry. There was no grand jury that called the critical 
witnesses together in 1988. They just did not come. 

Mr. Jackowski. Senator, may I respond to that, please? 

Senator Kerry. Absolutely. 

Mr. Jackowski. This was an undercover investigation, it was a 
covert operation. 

Senator Kerry. After the takedown, they never were called. 

Mr. Jackowski. I am going to get to that. Senator. 

Senator Kerry. Some of the attorneys tell us to date their wit- 
nesses have not even been debriefed. 

Mr. Jackowski. Senator, this, our case, was a money laundering 
case. 

Senator Kerry. That is the problem, it was not a money launder- 
ing case. It was a case that was much bigger than that. 

Mr. Jackowski. Senator, I respectfully disagree with you. Our 
case was a money laundering case. During the course of our case, 
we received information relative to other allegations, the First 
American Bank, NBG ownership allegations. 

For instance, we did not ignore those allegations. We obtained in- 
formation from Awan throughout the course of the case concerning 
that. Subsequent to the case, we received committee from Mr. 
Blum, who as I now understand it, was sent to us by you. And we 
received 

Senator Kerry. He told you that. He told you he had my permis- 
sion to come to you. What do you mean you are now learning that? 
Your own memo says Jack Blum has permission from Senator 
Kerry to come to us. 

Mr. Jackowski. My own memo? 



755 


Senator Kerry. In one of the memos of the Justice Department. 

Mr. Kehoe. That is agent Cook’s memo. 

Senator Kerry. That is correct, agent Cook. 

Mr. Jackowski. Permission versus direction are two things. The 
way Mr. Blum presented it, it was on his initiative, not at your di- 
rection or not on your initiative. That is the distinction I am trying 
to make. 

The other point that I am trying to make is there is no denying 
that we received from Blum information concerning First Ameri- 
can Bank. But that information did not per se fit into our case. 

Blum also came to us, Senator, and told us that these witnesses 
had information relative to the laundering of heroin money by 
BCCI officials in other countries. We were extremely interested in 
receiving that type of information, Senator. Those witnesses did 
not, did not have any knowledge or indeed information concerning 
the laundering of heroin money by the bank. 

So, to make an analysis, sir, or to draw an analogy, we were at 
dinner, and the first course was to eat the money laundering plate. 
And when you look at the evil behind this bank, or the alleged evil 
behind this bank, the alleged evil is that they facilitated the cartel. 
That was what was on our plate. We ate that meal. We did not 
ignore the dessert, which was First American Bank; we simply put 
it aside. And that matter was addressed by us after the timeout. 

Now, the problem with respect to all of this, Senator, is that you, 
sir, and a number of other people, are dissatisfied with respect to 
the pace of the investigations conducted by the Department of Jus- 
tice. 

Senator Kerry. Not now. We were. 

Mr. Jackowski. But you were. 

Senator Kerry. I think there is 

Mr. Jackowski. Hold it, I am not done. You were dissatisfied, 
and the reason you were dissatisfied is because we did not return 
indictments predicated on Blum’s information. Now, a distinction 
has to be drawn between information that satisfies a committee 
such as yours before you can take action, and information which 
rises to the level of admissible evidence. Those are two different 
standards. Our standard is much higher. 

Senator Kerry. With all due respect, that is not what I am dis- 
satisfied about. I am not dissatisfied that you did not bring indict- 
ments. I am dissatisfied that the people were not talked to, that 
there was no clear evidence of an investigative seriousness. 

Now, you yourself said that you had this interview with Jack 
Blum, and you were skeptical of the quality of the evidence he did. 
Well, skepticism is different from cynicism. One can be skeptical 
but one can investigate. 

Mr. Jackowski. And we did. 

Senator Kerry. Not, let me tell you, certainly not during the en- 
suing months, because they were not talked to. I do not know what 
to tell you. 

Mr. Jackowski. Senator, you do not know what investigative 
steps we took until the timeout, and what investigative steps we 
did not take. 

Senator Kerry. But I know the fundamentals of talking to the 
critical people who have been provided to you were not done. 
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Mr. Jackowski. Sir, we did speak with those critical people Mr. 
Blum provided. Mr. Blum provided two witnesses to us; both of 
those witnesses were taped at my direction, and both of those wit- 
nesses were debriefed subsequent to their being taped. At the time 
they were being debriefed, they did not know that they were being 
taped. 

The first debriefing was conducted by myself, two other assistant 
U.S. State’s attorneys, one of whom, Michael Rubinstein, was my 
cocounsel, and a number of agents. That person, sir, was talked to. 
He was talked to in Mr. Blum’s presence. 

Senator Kerry. Are you talking about the person that was taped 
by Jack Blum? 

Mr. Jackowski. Mr. Blum never taped anybody. 

Senator Kerry. No, the person that he was with when they 
taped him. 

Mr. Jackowski. There was a tape made of a meeting between 
Jack Blum and an individual, sir, between the end of March 1989. 

Senator Kerry. Right, which he was aware of and which he went 
along with. 

Mr. Jackowski. Blum did, yes sir, absolutely, but he did not tape 
it. That was taped at my direction. 

Senator Kerry. This is really semantics. I understand. That is 
the tape that he was referring to. 

Mr. Jackowski. It is not semantic, because Mr. Blum is attempt- 
ing to say that he taped him. He did not. I think that is a distinc- 
tion. 

Senator Kerry. I do not he ever said that. 

Mr. Jackowski. I think he did, sir. He said it, sir, for instance, 
when he spoke on the MacNeU-Lehrer Report severs! months ago. 

Senator Kerry. I think we are dealing again with semantics. I 
mean, he was present at the taping. And he was the principal con- 
duit for the taping, correct? I mean, he was the principal conduit, 
he was the guy having the conversation with the person being 
taped. 

Mr. Jackowski. If you define conduit to mean that, yes. 

Senator Kerry. He was the person having the conversation that 
you were taping. 

Mr. Jackowski. That is correct. 

Senator Kerry. So it is perfectly normal for him to sit there and 
say the conversation was taped or I had the conversation taped. 

Mr. Jackowski. That would not be normal for me, sir, or for 
other people that I am aware of. 

Senator Kerry. Well, I have some more questions on that issue, 
but Senator Brown is here and I am going to yield to him, and then 
we will come back. 

Senator Brown. Thank you, Mr. Chairman. I thought it might be 
worthwhile, even though you have covered a portion of this in your 
opening statements, to go through kind of quickly, at least seven 
areas that I have spotted where Mr. Blum made a statement that 
relates to your work, directly or indirectly, and ask you to com- 
ment on it. 

Mr. Kehoe. I am ready to answer those, Senator. 

Senator Brown. First, referring to the period of spring of 1988, 
when Jack Blum called Miami to discuss the subcommittee subpoe- 
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na, and he was later referred to Tampa in our records here, “is in 
the course of that” — referring to phone conversation — “we laid out 
some of the history of the bank, the nature of the criminal clien- 
tele, and connections the bank had. I invited them to come back at 
me with questions. The invitation was never followed up.” 

Mr. Kehoe. There was a conversation, and that conversation. 
Senator, was with Mr. Jackowski himself. So I will defer to Mr. 
Jackowski to give you a more accurate recitation of that conversa- 
tion. 

Mr. Jackowski. Mr. Blum, sir, called, did in fact call us at the 
end of March 1988, and did in fact provide information to us con- 
cerning the subcommittee’s then desire to issue subpoenas. He did 
provide a history of the bank. He did ask us to come back to him 
with questions, as I recall. 

But the posture that we were in, sir, with Mr. Blum, as indeed 
with most people who provide us with information, is, as Mr. 
Kehoe says, we take information; we were not in a position, sir, by 
virtue of asking questions of Mr. Blum, to make investigative dis- 
closures which would result, which would indicate the course of our 
undercover investigation. 

We did not want to provide any guidance to anyone, even an in- 
vestigator with the subcommittee, which might, if the wrong word 
were said to the wrong person, somehow get into the wrong hands 
and put the lives of the undercover agents at risk, and compromise 
the work that had been done so far. 

Senator Brown. His concern was that even though he had invit- 
ed you to come back with questions to him, you did not, because 
you did not want to give an indication of which way you were 
heading? 

Mr. Jackowski. That is correct. 

Senator Brown. The second one relates to a somewhat related 
subject, I guess. This is referred to page 52 in the transcript. “BCCI 
informant debriefed for 3 days by Blum in Miami hotel room. 
Meetings were taped by Customs — he referred to that. Customs, 
IRS — turned over March 1989 to Customs, IRS, and Justice”— your- 
self. 

Blum says, “the tapes laid out in exquisite detail the false capi- 
talization of the bank, the question of a strawman holding the 
stock. Loans to strawmen paid for the stock, but the loans would 
never be collected. The use of the bank to purchase First American 
NBG, Independence Federal of Encino, and so on.” 

Blum comments that you appeared, “eager to go forward, excited 
about the new information,’’ and then on page 54, he says, “I 
waited for something to happen, and what happened was, I started 
getting calls from two guys I took to Tampa who said, they are not 
following up. And then I talked to the agents, and the agents said, 
well, we are very busy. We are working in preparation for the 
trial.” 

Comments on that observation? 

Mr. Kehoe. This is an interview with a particular witness that 
Senator Kerry was referring to previously. That witness, when he 
was debriefed by Mr. Jackowski and was the subject of a recording, 
Senator, gave us information that he said he did not know first- 
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hand. He had heard this, this was rumor around the financial com- 
munity, and he never wanted to testify. 

Did we take the information? Again, Senator, I say this, we took 
the information. Did we use it in the particular prosecution that 
we had before us? The answer is no, because No. 1, he was a reluc- 
tant witness, and No. 2, we did not need it for this particular pros- 
ecution. 

Often during the course of a case. Senator, you get pieces of in- 
formation that you put in your intelligence bank. Hopefully when 
you move down the line, you will be able to tap that intelligence 
bank so you can somehow weave that into your next case. Some- 
times it happens, sometimes it does not. That witness fell into that 
particular category. 

Now, he brought us, he brought that witness to us in March 
1989. And several times during his testimony, he said he — Mr. 
Blum indicated that he was frustrated, frustrated with the efforts 
of the Department of Justice and they were not doing anything. 
Well, it took Mr. Blum 3 weeks, or maybe 1 month, or maybe IY 2 
months, but from his own testimony before this committee, it looks 
like about 3 weeks to bring that witness to the D.A/s office up in 
New York County. 

Now, I do not begrudge Mr. Blum bringing any information to 
the D.A.’s office in New York County. As a matter of fact, I would 
encourage anybody to cooperate with law enforcement efforts wher- 
ever they may surface. But the fact of the matter, Senator, is that 1 
am somewhat skeptical about a 3-week, or month-long, or 6-month 
frustration with the lack of effort on the part of the Department of 
Justice. 

Senator Brown. Specifically, he is referring to two guys, I under- 
stand that. But it is page 54, “I started getting calls from the two 
guys I took to Tampa who said, they are not following up” — the im- 
plication being that you had not talked to them. 

Mr. Kehoe. We did talk to them. Senator. They both were de- 
briefed. One of them was the witness that Senator Kerry was dis- 
cussing previously. There was another witness, who from the indi- 
cations of debriefing agents, would say they are looking for more 
information than they were for giving us information. Again, what 
he had to say we took, but again with regard to this particular 
prosecution, it was of little or no utility. 

Mr. Jackowski. Senator, if I may expand on that. With respect 
to the witness that Mr. Kehoe is referencing, the second witness, 
this witness was specifically asked, I believe, about money launder- 
ing vis-a-vis the Colombia branch of BCCI. And in substance he in- 
dicated that he knew nothing about it. That was the type of infor- 
mation that, had we received, sir, we could have utilized during our 
trial. We did not get that type of information out of that witness. 

With respect to the first witness, that witness was asked whether 
or not he had any knowledge relative to BCCI's involvement in the 
laundering of heroin money. He indicated that that was a subject 
of discussion among and between the bankers; he also indicated 
that it seemed to be, as I recall the synopsis of the tape, somewhat 
of a laughing matter. 

And he also indicated that he had received, this witness had re- 
ceived information from the press in Pakistan relative to the prop- 
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osition that BCCI was laundering heroin money. But he himself 
had no personal knowledge of that. Had that witness provided that 
kind of information, that kind of information could possibly have 
been used to supersede our indictments, or as like and similar act 
evidence relative to our indictment. 

Senator Brown. He had mentioned, this is back on page 52, that 
the tapes laid out in detail full capitalization use of the bank to 
purchase First American NBG, Independence Federal, loans to 
strawmen and strawmen holding the stock. Did the tapes indeed 
contain that information? 

Mr. Jackowski. The tapes, sir, contained information with re- 
spect to First American, that is correct. They contained informa- 
tion relative to NBG, that is correct. They contained information 
relative to Independence. With respect to Independence, the first 
witness said that he had in fact gone to a law firm because he sus- 
pected that Independence Bank might be owned by BCCI through 
Ghaith Pharaon. 

He was told by this law firm that due to the fact that he only 
suspected this and did not know this, he himself had no duty to 
report this matter to the Federal Reserve Board. He also did, sir, 
concede that he knew details relative to the inside workings of 
BCCI, but in substance indicated that he had no personal knowl- 
edge relative to the wrongdoings. 

Now, that is what he said, and that is as far as I am going to go. 

Senator Brown. I can understand that. Where I was trying to 
get was to get a feel, this is in 1989, March 1989. 

Mr. Jackowski. That is correct, Senator. 

Senator Brown. Did you communicate the substance of this in- 
formation to the Federal Reserve? 

Mr. Kehoe. At that particular time? At the particular time, 
there was information passed on to the Federal Reserve concerning 
the First American-BCCI connection prior to that. The original ref- 
erence — and I reference the committee back to the testimony of 
Virgil Mattingly, which was before this committee, I believe it was 
in August, on August 1 — where they said they got that information 
on December 27, 1988. 

But again, Senator, let me reemphasize that this information 
falls into the category of the information that we received in 
March 1988, the tape, the now-famous taped conversation on Sep- 
tember 8, 1988, wherein there was substance to, or there was this 
allegation that BCCI controls First American. 

Without additional meat on the bones, the position of the Fed 
was that they could not move further; they had to have some docu- 
mentary proof. That particular witness did not know any informa- 
tion directly, did not know if in fact that was the case, and did not 
have any documents to corroborate it. 

Senator Brown. Going on. Page 58, Jack Blum says, “I think the 
frustration about getting documents from people who say they are 
cooperating fully was pretty enormous.” Comments on that? 

Mr. Kehoe. Senator, could you repeat that again please? 

Senator Brown. This is page 58, again, in Blum’s testimony. “I 
think the frustration about getting documents from people who say 
they are cooperating fully was pretty enormous.” 

Comments with regard to document exchanges with Mr. Blum? 
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Mr. Jackowski. I think, sir, what Mr. Blum was referring to was 
the bank’s response to this subcommittee’s subpoenas that were 
issued during July and, I believe, in September 1988. That is what I 
believe, sir, he was referring to, and not with respect to any coop- 
eration between the bank and the Department of Justice as a 
result of the plea agreement in Tampa. 

Senator Brown. Thank you again. On 58, moving on down, there 
are a couple of these. I will try to skip through them quickly. This 
relates to the plea agreement. “When the plea agreement was en- 
tered into the Department of Justice in January 1990, I was per- 
sonally infuriated, the agents knew. The assistants well knew that 
there was more to this case, and that plea agreement said in rele- 
vant parts that the bank would not be prosecuted for matters then 
known to the U.S. attorney for the middle district of Florida.” 

Now, you have touched on this earlier, at least on parts of the 
plea agreement. Would you address that specific quote? 

Mr. Kehoe. Cannot be prosecuted for crimes that they knew of at 
the time? That is, the paragraph that Mr. Blum is referring to is a 
standard cooperation paragraph that we have in our plea agree- 
ments. And what we basically say is that with regard to this par- 
ticular investigation, we will not prosecute you for any outstanding 
violations that we have. 

We did that in this point. The fact of the matter was that there 
were other outstanding investigations that were going on through- 
out the United States that were not binding in any way, shape, or 
form. This particular investigation bound us only not to take docu- 
ments that we were getting from the bank and bitting them again, 
or taking documents that we had already taken from the bank, 
tapes, et cetera, and hitting them again, indicting them again. 

It did not bind any other entity in the U.S. Government in any 
way, shape, or form. Nor, Senator, did it bind any regulatory 
agency. What the feeling was, and it is important. Senator, to un- 
derstand what — and let me say this. Senator, the theory was my 
theory, because I negotiated this plea agreement on behalf of the 
United States. I, Greg Kehoe, the first assistant. I then went up the 
line to Mr. Genzman for his approval, who had the ultimate deci- 
sion, but I negotiated this. 

What I wanted to do is 1 wanted to convict this bank and force 
them to cooperate with us all the way up the line. The name of the 
game in criminal prosecution, Senator, is to put people in jail. Con- 
tinuing to indict an institution, in this particular case BCCI, ulti- 
mately turns into a spiritual experience, because after the second 
or third time down the track, the judge looks over the bench and 
says, what is going on here? 

Really, we are in the area of being punitive, and there is nothing 
to be benefited by indicting this bank again here in the middle dis- 
trict of Florida. Maybe elsewhere, but not here in the middle dis- 
trict of Florida. 

My theory in consultation, and we discussed this at length with 
Mr. Jackowski; plead this bank, force them to cooperate, put these 
people in jail, have them cooperate, and then having the bank plus 
the individuals that we convicted cooperate, to move up the line, 
Senator, to the next level of people, the next level of managers that 
were controlling this bank throughout the world. That was my phi- 
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losophy then, that is my philosophy now, and it continues to be the 
philosophy that we are proceeding on. 

Senator Brown. To recap, what I understand is the point here, 
the agreement did not cover the bank — it covered the bank, but not 
individuals. 

Mr. Kehoe. It did not cover any individuals, and the case in 
point, Senator, is on a September 1991 document. Mr. Naqvi, a 
very high level officer in that bank, has been indicted in the 
middle district of Florida. Mr. Rizvi, a very high-level officer in 
BCCI, has been indicted in the second indictment of September 
1991, which we could not have done had we not convicted the indi- 
viduals in July 1990. 

Had we been able to get Mr. Naqvi, Mr. Rizvi, and some of these 
other people that we indicted, we would have indicted them in Oc- 
tober 1988. But we could not do it until we completed the case in 
July 1990. 

Senator Brown. It does not cover individuals, the restriction? It 
did not cover BCCI? When he refers to the bank, he is referring to 
the bank there, not BCCI, the holding company? 

Mr. Kehoe. It refers to, with regard to what we have in the 
middle district of Florida, it does refer to Holdings. The problem 
with Holdings was, there was no presence and there was no evi- 
dence that Holdings had done anything, in our case in the middle 
district of Florida. 

Consequently, when Mr. Jackowski indicated the case, the reason 
why Holdings was indicted, and others, was he was not sure at the 
time who did what. As the matter began to flesh out, it was clear 
during our discussions that Holdings had not done anything in the 
middle district of Florida, or else we would have indicted them, 
convicted them, and insisted on a plea from them as well. 

Senator Brown. Mr. Chairman, I have gone quite a while, but on 
page 62, Mr. Blum says, “it turns out that the record of BCCI in 
that area” — and this is concerning fraudulent practices in the issu- 
ing of letters of credit — “that their record, BCCI, in that area, was 
brought to the attention of the U.S. attorneys for the southern dis- 
trict of Florida by the attorney in the smuggling case being 
brought against BCCI, and he offered no response.” 

I do not know if you found that in your transcript or not. 

Mr. Kehoe. I have not found it in my transcript, but I would say, 
Senator, I am familiar with it, having read it. 

Senator Brown. I think, reference, for example, coffee smug- 
gling. 

Mr. Kehoe. Senator, it is, the problem with that, the testimony 
of Mr. Blum 

Senator Kerry. Could we suspend on this? I think we are well 
into the second .half. Why do you not just go ahead?' and answer? 

Mr. Kehoe. ^**3? -I respond to that when I con^J^ok, 

Senator Kerry. Why do you not go ahead and '^jj&'hd ; ’an . 
you make it a couple minutes? \ ' e . , - » • : - 

Mr. Kehoe. I can make it ^ seconds, Sf^^ ^l^atdiywe are 
talking about apples and oranges here. An^-t^r with Mr. 

Blum’s testimony is that often he confuses the tfvv t->! Ai>l there is'a 
portion in his testimony, he said, but we gave up all these banking 
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violations, and we gave up all these false statements to the Federal 
Reserve, and we gave up all these documentary violations. 

We did not give up any of that, Senator, because it was not in 
the middle district of Florida. I knew what I was doing when I en- 
tered that plea agreement. The matter was still existing in Miami. 
There are cases still going on in Miami, and there are cases going 
on in other places. We did not compromise those investigations in 
any way, shape, or form as a result of our plea agreement. 

Senator Brown. The point, I thought, if 1 could return, when we 
come back, is coffee. There are a few others, and I will leave these 
questions for you. You might want to check those areas. 

Senator Kerry. We will return and we will try to wrap up this 
panel. I know Mr. Mueller has been patient, but we will try and 
get through here as soon as we can. We will stand in recess until 
we return. 

[A brief recess was taken.] 

Senator Kerry. The hearing will come back to order. Let me ask 
a number of questions in different areas. Mr. Genzman, let me ask 
you. This issue came up earlier today. To a lot of people looking at 
this thing on the outside, they have the impression that this was a 
good case, if not a classic case for a RICO effort. 

And I gather, and 1 read this earlier in the day with Mr. Mazur, 
there were a series of memos, a February 12, 1988, regarding Oper- 
ation C-Chase, that says, the current objective of the BCCI investi- 
gation was to develop evidence to bring RICO indictments against 
BCCI. 

A February 19 memo to the Assistant Commissioner of Customs 
states, the investigation has recently developed evidence which 
could lead to a RICO indictment of BCCI. An April 6, 1988, memo 
says, it is the opinion of the U.S. attorney’s office, middle district of 
Florida, that prohibitive evidence exists to establish corporate 
criminal liability against BCCI as an institution. The current pros- 
ecutorial plans are to indict BCCI as an institution under the provi- 
sions of the RICO statutes. 

That specific position was in fact approved by William Von Raab 
as Commissioner of Customs on May 10, 1988. But by September, 
the RICO case had been abandoned, or the concept of bringing it. 
Why was the RICO concept abandoned, Mr. Genzman? 

Mr. Genzman. Let me start by saying. Senator, that I did not 
arrive on the scene until less than 2 weeks before the takedown. I 
am an advocate of RICO where appropriate. Let me start by saying 
that. I studied under and worked under the author of RICO, G. 
Robert Blakey. It is a powerful statute which our district probably 
uses more than any other district in the country. 

However, as I mentioned in my opening statement, given the cir- 
cumstances of this case, the career prosecutors who were working 
with the investigators came to a determination that it was not ap- 
propriate in this case, that it would confuse an already confusing 
and complex case, the first money laundering case under this par- 
ticular statute, or one of the first in the Nation. 

And frankly, having seen all that I have seen, including the 
House subcommittee’s criticism on that issue, I am still not in a 
position to second-guess the fact that a RICO was not brought 
against the bank at that point. 
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Senator Kerry. Could it have been? 

Mr. Genzman. Could it have been? I do not know why it could 
not have been, but I need to defer to my colleagues who were di- 
rectly involved in the charging of the bank. 

Mr. Kehoe. The answer to that question. Senator, is yes, it could 
have been. There were two levels of decisionmaking that went on 
with the RICO. Prior to my getting there, Mr. Jackowski made the 
decision, and then there was some discussion with that after I 
came on the scene in February 1989. 

If we could take it chronologically, and I will turn it over to Mr. 
Jackowski, and he can tell what his decision was in October 1988. 

Mr. Jackowski. First of all, it is correct that a RICO could have 
been brought against the bank. The reason why it could have been 
brought against the bank is because the substantive money laun- 
dering counts, the 1956 counts, were RICO predicates, as was the 
846 narcotics trafficking conspiracy. 

There are severed reasons why a RICO was not returned against 
the bank at the time of the initial indictment back in October 1988. 
We were in the midst of an undercover operation. As the subcom- 
mittee may know, in order to get, in order to be able to charge 
RICO, it is a department policy and requirement that you have to 
get departmental approval. 

Due to the ongoing and extremely quick or fast-moving nature of 
the case, we felt at that time that we would not have the requisite 
period of time within which to get the approval, at the same time 
dealing with preparing the indictments — and there were three in- 
dictments that were in fact returned in October 1988, not just the 
one against BCCI — and also dealing with the searches that needed 
to be conducted in Miami and elsewhere. 

So that was one reason. The other reason was because the princi- 
pal focus of RICO is in forfeiture. And we charged in 846, 21 
United States Code, section 846, a narcotics trafficking conspiracy 
against the bank. As a result of charging that, we were able to 
charge in the indictment a forfeiture provision under title 21, 
United States Code, section 853. 

The forfeiture provisions under 21 United States Code, section 
853 provide for in essence, sir, the same forfeiture ability as is pro- 
vided for under RICO. For instance, the definition of proceeds is 
the same under RICO as it is under section 853. In addition, under 
section 853 the Government is able to forfeit any property that was 
used to commit the offense, or that facilitated the commission of 
the offense. 

It was our view that that forfeiture provision was broad enough 
at the time to enable us to do what we wanted to do, and that was 
to get a temporary restraining order against the bank, restraining 
the bank’s ability to do business in the United States until they 
placed in the registry of the court, as in fact they did do, an 
amount of money equivalent to the funds that were laundered 
through the bank. 

That is in fact what happened. We charged the section 846, we 
had a section 853 forfeiture provision thereunder, we got a secret 
temporary restraining order from Judge Carr, who is since de- 
ceased, before the indictments were unsealed. And when the bank 
opened for business, I believe, on either Monday or Tuesday of the 
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following week, the bank was unable to do business until the re- 
straining order was dissolved by the bank placing in the registry of 
the court approximately $13 million or $14 million and change. 

Senator Kerry. Was that only as to that branch? 

Mr. Jackowski. The restraining order, sir, was entered both 
against Holdings — excuse me, the restraining order was entered 
against the two subsidiaries of the bank that had done business in 
the United States, Limited and S.A. So if your question is was it 
only directed against the Miami branch, the answer is no. They 
were unable to conduct any business whatsoever in the United 
States. 

And given the fact that this was an international bank, and wire 
transfers constituted a substantial part of their business — as the 
subcommittee knows, most wire transfers go through New York — 
this bank was effectively precluded or stopped from doing business 
until the restraining order was lifted, as it was. We did the $14 mil- 
lion. 

Mr. Kehoe. Senator, may I supplement what happened thereaf- 
ter with regard to that? I came to the middle district of Florida on 
this case in February 1989, and I have to say when I came to the 
middle district of Florida I had RICO on my mind. I had just spent 
14 months trying a racketeering case against the Outlaw Motorcy- 
cle Club. 

And in my view now, then, and will continue to be, the racket- 
eering statute is one of the great statutes that Congress has passed 
for law enforcement. It enables us to do a variety of things that no 
other statute enables us to do. For instance, in the Outlaw case, 1 
was able to indict predicate acts that stretched from December 
1970 through early 1986. Why? Because the enterprise had contin- 
ued in operation throughout then. 

It gives us an additional penalty that the general conspiracy stat- 
ute does not give us; 371 conspiracy being 5 years, the racketeering 
conspiracy and substantive RICO charge, 20 years apiece. Very im- 
portant is it enables, the racketeering statutes enables predicate 
acts from all over the world and all over the United States to be 
incorporated in one indictment, provided the enterprise has some 
existence or some context, venue context, in your district. 

Certainly in many, many cases, and even in the September 1991 
case that we had, it has its facility, it has its place. And personally, 
Senator, I love RICO. It has its downside. The downside, having 
tried these, is proving those very difficult words in the statute, par- 
ticipating directly and indirectly in the affairs of an enterprise 
through a pattern of racketeering. 

Very difficult to do. Very difficult to understand. And it is a com- 
plex area. I came in February 1989. My first — well, not my first, 
but shortly after that, I discussed this at length with Mr. Jack- 
owski about the pros and cons of RICO’ing the bank, what we were 
going to gain and what we were going to lose. 

And candidly, the way we ended up was that we were charting 
new waters here. This had never been done before. An internation- 
al banking institution had never been taken on in this way. Never 
had section 1956(aXl) and section 1956(aX2) been used in this way. 
There were numerous complex, legal issues attendant to using sec- 
tions 1956(aXl) and 1956(a)(2), not the least of which is does dirty 
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money lose its character when it is wired offshore through a whole 
lot of countries? I mean, there were a lot of issues that came up in 
that regard. 

In addition to that, section 1956 itself has a degree of complexity 
to it, not for me or Mr. Jackowski anymore, because we work with 
it all the time, but certainly for the lay person that you are pre- 
senting a case with who is going to be sitting on the jury. Your 
grandparents and your mother and your father sit on those juries, 
and if they are not attorneys and they have not heard about this 
stuff, it is very difficult. 

What we were striving for was a simple case that was going to 
incorporate what this bank actually did. And we thought and con- 
cluded that it would be accomplished with the 371 conspiracy and 
the 1956 charges we had in there. I did not go into the discussion 
with Mr. Jackowski of that view. 

When we talked about it and discussed it at length with the 1956 
and a 371 and the 846, the narcotics conspiracy in there, we con- 
cluded that we were not going to benefit any, and that we were 
just going to add another level of complexity to a case that was al- 
ready very complex. That is a long explanation to it, but it took a 
long time for me to come to that conclusion in my mind. 

Mr. Jackowski. Senator, if I might continue. Basically it was an 
application, and there were two factors that entered into my deci- 
sionmaking process. One is the application of the KISS principle, 
that is, Keep It Simple, Stupid. That is No. 1, because ultimately 
the jury was the audience for the indictment, and we had to be 
able to provide this case to a jury. That was No 1. 

No. 2, as I said, the forfeiture provisions under 853, which are 
the forfeiture provisions that are intended to the 846 narcotics con- 
spiracy count, are in essence the same as those with respect to 
RICO forfeiture. 

The problem with the analysis, sir, is this. We had no inkling 
back in May 1989 that in December 1989 the trial judge would 
state, contrary to the state of the law, that proof with respect to 
the narcotics trafficking conspiracy would not go to the jury on the 
basis of the same proof that we were going to be able to put in with 
respect to the money laundering conspiracy. That is what hap- 
pened here. 

The judge, who is a very good trial judge, indeed the best judge 
in front of whom I have practiced, essentially came out of nowhere 
with the decision vis-a-vis the applicability of 846 to the facts of 
this case. We concluded that we did not have any evidence which 
we could introduce in our case in chief which showed that the bank 
did anything other than launder money. 

Under the case law, as it existed at the time, going back to 1978, 
with the case of U.S. v. Barnes, out of the Second Circuit, money 
laundering had been defined to be an integral part of narcotics 
trafficking. That was an accepted legal theory. As a matter of fact, 
there was an Eleventh Circuit case which so held, U.S. v. Bollinger, 
that came down in 1986. 

We thought we were on solid legal ground with respect to that 
particular issue. We thought that we could get all the forfeitures 
we could get under RICO under 846. 

Senator Kerry. Did you get those forfeitures? 
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Mr. Jackowski. No, we did not. And the forfeitures, sir, in my 
mind, that would have been available, had we convicted the bank 
of 846, after trial, would have been forfeiture of the license of the 
bank to do business in the State of Florida, because that is the 
place within the United States where the money laundering activi- 
ty was conducted and carried out. 

Senator Kerry. Did you go to bat to seek the forfeiture of that 
license? Did the U.S. attorney’s office press for that forfeiture? 

Mr. Kehoe. Senator, may I answer that, because I conducted all 
of those negotiations. I negotiated that. 

Senator Kerry. Let me ask, was the U.S. attorney not there at 
that point in time? 

Mr. Kehoe. He was there, Senator, but I did not negotiations 
with the particular attorneys and I met with the comptroller. 

Senator Kerry. That is not answering my question. The question 
is did the U.S. attorney’s office press to have the bank lose its ca- 
pacity to bank in Florida? 

Mr. Kehoe. Senator, may I answer the question? 

Senator Kerry. I am asking the U.S. attorney, Mr. Kehoe. Would 
you allow him to answer the question? 

Mr. Kehoe. I will allow him, of course I will allow Mr. Genzman 
to answer the question, Senator. But to give a full breadth of what 
happened, I ask after that if I might tell the Senators exactly 
what 

Senator Kerry. I have never stopped anybody from saying any- 
thing. And that is evident by the amount of time you have had this 
afternoon. I am trying to get a question in to the U.S. attorney. Did 
you as a matter of policy make a decision that the bank should not 
be allowed to practice, have banking privileges in Florida? 

Mr. Genzman. No, Senator, we have a policy in our office that 
we will refer law enforcement information to a regulatory agency 
such as the comptroller’s office in the State of Florida, in Tallahas- 
see. But we are often asked by such agencies whether we take a 
position on regulatory action they may be considering. We get that 
from barbers’ licensing agencies all the way up to banking agencies 
in this particular case. We have 

Senator Kerry. I am sorry, I did not mean to interrupt. 

Mr. Genzman [continuing]. We have, this is a longstanding 
policy in my district, long before I became U.S. attorney. We have 
determined over time that the best thing we can do is provide all 
the law enforcement information, in other words, charges, convic- 
tions, sentencings, to these people, and to make ourselves available 
to flesh out the details, but to make sure that they are doing their 
job. 

And in this case, we told the comptroller’s office that we were 
taking no position. We did that by means of a letter, and we also 
sent a team of people up to talk directly to the comptroller’s 
people. 

Senator Kerry. Why would you take no position? See, that is a 
puzzle to me. In fact, first of all, did Justice not originally take a 
position; there was a letter from Chuck Saphos which originally 
had one position. 

Mr. Genzman. May I clarify, because, and then this will go into 
this. Senator, with regard to the, this is not the only bank that we 
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are investigating and indicting at this time, or that we were urging 
a conviction on. 

And every bank that we convict wants us to ask the comptroller 
have them revoke the license or take any regulatory effect on 
them. And because they argue to us that if the bank is shut down, 
the RTC will have to spend $275 million, and life will be over as we 
know it. 

I do not get involved in those, Senator. My world is very black 
and white. You are convicted for what you do, you are sentenced 
for what you do, and you are fined for what you do. It is somebody 
else’s decision, a regulatory agency, to determine whether this in- 
stitution, be it BCCI, or another bank that closed in our district, 
Florida Federal, or any other bank, should be closed because of 
their activity. There is no death penalty in any of the statutes that 
this bank has been indicted for. 

A title 21, section 856; title 18, section 371; title 18, section 1956 
(aXl)> (aX2); and section 1957, conviction does not require that this 
bank's license be pulled; this particular institution was State-li- 
censed. I went to, well, we sent a letter, our Chief of the Criminal 
Division sent a letter to Gerald Lewis outlining what the plea was 
all about. 

While that was going on, the attorneys for BCCI came to me and 
said please call Lewis and tell them that the bank should stay 
open, because if the bank is open, they will be able to cooperate 
with you. My response to the defense attorneys at that point, Sena- 
tor, was if you are dead, you are dead; if you are alive, we are 
going to use you. 

On February 13, 1990, 1 flew to Tallahassee with the Chief of the 
Criminal Division, Mr. Zig, and sat down with the comptroller of 
the State of Florida, and reiterated face to face what the position 
was for the U.S. attorney for the middle district of Florida, and 
that was we were taking absolutely no position on whether or not 
the State of Florida wanted to close down that bank. 

Now, the letter came from Mr. Saphos. I found out about that 
after I went back to Tampa. I called Mr. Saphos. Mr. Saphos told 
me that they were misreading the letter, and that that was not 
what he was doing, and in short order, this all took place in no 
more than 3 days. In short order, he sent a letter back to the comp- 
troller, Mr. Lewis, saying, we are not asking that you keep the 
bank open. I called Mr. Saphos and ensured that he would clarify 
that decision in short order, and he did. 

But the position remains the same. It is very difficult for a pros- 
ecutor or a prosecutor’s office to advise a regulatory agency on li- 
censing. We are prosecutors, we are not regulators. I do not know 
the ins and outs of the banking institution, and whether or not 
RTC or OTS or all of the alphabet agencies are going to be impact- 
ed by the decline and fall of BCCI, First American, or any other 
bank that happens to be in jeopardy because of a criminal indict- 
ment. 

Senator Kerry. Well, assuming what you say is true, first of all, 
this is not an FDIC-insured bank, is it? 

Mr. Kehoe. No, it is not. 

Senator Kerry. So there is no RTC here. 
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Mr. Kehoe. I am using that as an example, but whoever is going 
to 

Senator Kerry. It is not relevant. 

Mr. Kehoe [continuing]. Whoever is going to put this into some 
type of receivership, and I assume that the State of Florida, and I 
know the State of Florida has a receivership for their banks. 

Senator Kerry. Well, were you upset when you saw the Saphos 
letter? 

Mr. Kehoe. Yes. 

Senator Kerry. And how did the Saphos letter come? 

Mr. Kehoe. How did the Saphos letter come? 

Senator Kerry. Why would Saphos have interceded and written 
a letter saying, we are therefore requesting that BCCI be permitted 
to operate in your jurisdiction? That is pretty clear. We are there- 
fore requesting that BCCI be permitted to operate in your jurisdic- 
tion, with the understanding that certain accounts may be main- 
tained by the bank, at the request of the Department of Justice, 
which otherwise would be closed to avoid legal and regulatory vio- 
lations. 

Now, he obviously wrote the letter — somebody said, you have to 
get a letter down to the judge or the comptroller. Do you know 
who? Did you ask him? 

Mr. Kehoe. I asked him about this particular letter, and I said, 
Chuck, what is going on? And he said, as part of their cooperation, 
we want to use them. 

Senator Kerry. Well, were they calling the shots? 

Mr. Kehoe. Senator, let me finish. And I said, Lewis is reading 

this letter as if you are asking them to keep this bank open. And I 
said, I am telling you, I am speaking for the Department of Justice 
in this case, and the U.S. attorney for the middle district of Flori- 
da, and we are taking no position on that issue. 

He told me that that was not what he was saying in this letter, 
and that he would clarify it. And he did. This, Senator, was a non- 
issue in a series of letters, and was concluded to the satisfaction of 
everybody involved by February 16. 

Senator Kerry. Did it spark your curiosity, that attorneys for 
BCCI knew this letter was coming, and actually went into the 
comptroller and said, have you gotten a letter from Justice yet? 

Mr. Kehoe. Senator, I have been doing this a long time. Nothing 
sparks my curiosity. I know that, in this particular instance, that 
obviously the attorneys for BCCI were talking to Mr. Saphos. 

Senator Kerry. Well, when you say nothing sparks your curiosi- 
ty, that worries me. 

Mr. Kehoe. I am kidding. I am saying, Senator, that nothing sur- 
prises me in the murky world of criminal law enforcement. 

Senator Kerry. That is exactly the problem. It is murky, and 
this is very, very murky as to why it is that Justice suddenly has 
BCCI lawyers knowing that a letter is coming from Washington to 
the comptroller, and that one day later, after you blow your top, or 
signal some displeasure, boom — there is a second letter that comes 
down and says, oh, no, that is not what I meant at all. 

Mr. Kehoe. Senator, we are talking about 3 days. The letter 
came in on the 13th. 

Senator Kerry. It came three days later, instead of one. 
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Mr. Kehoe. But Senator, the point of the letter is that the issue 
was resolved immediately with the comptroller. 

Senator Kerry. That is not the issue. You do not see it, do you? 

Mr. Kehoe. Senator, if you 

Senator Kerry. I know it was resolved. I acknowledge you did 
not take a position on the bank. What I am saying is that it strikes 
this Senator as not a little bit strange that, if you were indeed han- 
dling this, that it is indeed the middle district’s choice, that lo and 
behold, out of Washington comes a letter, which the BCCI attor- 
neys know is coming. 

Now that says to me, someone was working the Washington till. 

Mr. Kehoe. That says to me 

Senator Kerry. Am I wrong? 

Mr. KEHOE[continuing], What it says to me is that the individual 
attorneys that were involved here tried to go behind my back, and 
1 stopped it. They knew when anything like this was going to go 
on, that I did not know anything about it, and I am not cc’ed on 
that first letter, as you can see. And I stopped it, and I talked to 
them about it after it took place. Well, I certainly talked to them 
about it before it took place, and our position remained the same. 

They tried, I am sure; I am sure that these defense attorneys did 
not tell Mr. Saphos that they had been to me, and had made cer- 
tain requests about operating in the jurisdiction 

Senator Kerry. I have no doubt about that. J am sure that they 
did not. 

Mr. Kehoe. And Mr. Saphos’ efforts were with the best inten- 
tions of law enforcement involved. 

Senator Kerry. Did you receive any instructions whatsoever 
from Washington, or main Justice, with respect to the RICO proc- 
ess here? 

Mr. Kehoe. One. 

Senator Kerry. What was that? 

Mr. Kehoe. The instruction came from Paul Coffey running orga- 
nized crime, and during the time of the plea negotiations, when 
things were going back and forth, there was some threat about it; 
if these guys are not going to roll over or plead guilty, we just 
might RICO this bank. 

Mr. Barcella, who was running the bank at the time, sent a 
letter to Mr. Coffey, saying that if the RICO was going to be pre- 
sented to the organized crime section, please allow them an audi- 
ence to be able to talk about it. That is a traditional procedure in 
the Department of Justice and organized crime; now I do not want 
to say it is followed in all instances. Senator. If there is a case of 
possibly the destruction of evidence, or flight of the defendants, 
they are not going to allow an audience. 

For instance, in the Outlaw case that I noted to you before, there 
was no audience with the Outlaws’ attorneys prior to a conference 
on organized crime on whether or not they would approve it. In 
this particular case, these defendants were under indictment, the 
bank was under indictment, and so in those particular situations, 
where there is no danger of flight or loss of evidence, the Depart- 
ment usually gives an audience. I should say does — I mean, I do 
not know about all the time. 
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Senator Kerry. Was there any instruction with respect to the de- 
cision not to bring them under RICO? 

Mr. Kehoe. Absolutely not. 

Mr. Jackowski. Senator, may I add one bit to the record there? 
Mr. Kehoe indicated -that occurred at or about the time of the pleas 
of guilty. It occurred, I believe, sir, sometime in late April 1989, 
right before the superseder. 

Senator Kerry. Well, that reminds me. I want to clarify some- 
thing. Earlier, I had mentioned the nondebriefing of a witness, and 
I was mistaken in my timeframe, and I wanted to correct that for 
the record. 

I was talking about the time period between, I guess, the take- 
down, or somewhere in that period, and before the plea. What I 
was referring to was postplea; that the informant who, indeed, was 
part of that recording with Mr. Blum, subsequent to the plea, was 
not further contacted or dealt with. And I think that was the issue 
of concern. 

Now, let me raise a couple of questions here relative to the testi- 
mony here. In the memorandum, in the testimony you refer to 
about Mr. Blum — and let me just say, Mr. Blum, I telephoned him 
this afternoon to make him aware of the comments that you had 
said out here about his visit with you, and he is well capable of de- 
fending himself, and will indeed, as he said to me. But he categori- 
cally, absolutely, and totally denies having said to you what you 
allege he said to you here. And he is on record, under oath, as 
having so stated. 

What he does say is that he was referring to the very tape that 
he had given you, which was based upon what people were talking 
about in London. And, in fact, just to make the record even more 
clear, here Jack Blum had come to me 1 week earlier and made me 
aware of what they were chatting about, and had written me a 
memo with respect to it. And that was part of the reason that he 
came to you, again, with my blessing, and knowledge, and so forth. 

Where he went, subsequently, which I did not direct him to, but 
which I gave my blessing to; it was his idea, and his initiation, I 
said terrific — was to go to New York to talk to the district attorney 
in New York. 

Now, I take it, you do not have any written notes, if I recall cor- 
rectly, with respect to what Blum said to you, is that correct? 

Mr. Jackowski. That is correct. 

Senator Kerry. You did not record it or anything? 

Mr. Jackowski. That is correct. 

Senator Kerry. Is there any reason why you did not investigate 
it? 

Mr. Jackowski. Because I did not credit it. Senator, I mean, here 
is a man who says that a subcommittee of the U.S. Senate has 
somehow been gotten to, or paid off. 

Senator Kerry. But here is a man who came to you. And I un- 
derstand that, but here is a man who came to you. And this is the 
difference between skepticism and cynicism, I guess. I mean, the 
skepticism, I would think, given the totality of what he was laying 
in front of you, would have said, maybe we will look at this. But 
there was sort of a total shunting aside of Jack Blum, and in fact, 



771 


everything that he laid out to you in the tapes and so forth has 
been proven true. 

Now what Jack says to us, and has said under oath, is that he 
was relating what somebody else was saying, and somehow you 
have misinterpreted that, and put it in some different light. And, 
in fact, the district attorney of New York, we checked with this 
afternoon, and I have a letter here that I am going to put in the 
record. 

[The information referred to follows:] 


District Attorney of the County of New York, 

New York, NY, 
November 21, 1991. 


Senator John F. Kerry, 

U.S. Senate, Washington, DC. 

Dear Senator Kerry: In response to your inquiry of today November 21, 1991, I 
write to clarify the record. In March of 1989, I was chief of the Investigations Divi- 
sion of the New York County District Attorney's Office. At that time I met with Mr. 
Jack Blum, who wanted to bring to our attention what has become known as the 
BCCI case. Mr. Blum thereafter spoke with District Attorney Robert Morgenthau, 
and Assistant District Attorney John Moscow. I have spoken to both Mr. Morgen- 
thau and Mr. Moscow before sending this letter. 

At no time did Mr. Blum ever seek or request money from this office for his as- 
sistance to us in the investigation of BCCI, nor did he receive any money from this 
office for his out of pocket expenses. 

At no time did Mr. Blum ever ask us for, or suggest that he wanted, employment 
with this office. 

At no time, during this office dealings with Mr. Blum, did he ever accuse you, 
Senator Kerry, of misconduct. 

At the time that Mr. Blum first told us about BCCI we viewed his story with skep- 
ticism. But we interviewed his, and additional, witnesses. We looked at documents. 
Simply put, we investigated the case he brought to us. And his “story" was proven 
to be true. 

Sincerely, 


Michael Cherkasky. 


Senator Kerry. But the district attorney says Jack Blum, when 
he came to him, and this is both to Michael Teraski, who is his as- 
sistant, the strict attorney, and John Moskow, who is the assistant 
on the case, says that Jack Blum never sought or requested any 
money for anything that he did for them, never received any 
money, did not want any employment, and never told them about 
any notion of the thing being shut down, or of people having shut 
it down. He never mentioned it to them. And that is 3 weeks after 
he met with you. So I find that kind of bizarre 

Mr. Jackowski. How do you find that bizarre? 

Senator Kerry. I personally find that extraordinarily bizarre. 

Mr. Jackowski. The fact of the matter is, Senator, that those 
words were spoken; again, I am not suggesting, and I made that 
clear in my opening remarks. 

Senator Kerry. I understand that you are not suggesting. But 
what I am saying to you is Jack thinks he told you something dif- 
ferent, and you have interpreted it differently. 

Mr. Jackowski. Senator, there should be no doubt that Mr. Blum 
told us that your subcommittee's investigation was shutting down 
prematurely. He said that. As a matter of fact, sir, I did not docu- 
ment that. But that is documented in a memorandum of a Customs 
special agent, concerning a phone call that he got from Mr. Blum. 

Senator Kerry. I am aware of that. 
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Mr. Jackowski. No. 2, with respect to the March 28, 1989, memo- 
randa, which was inserted during the course, into the record, 
during the course of Mr. Blum’s testimony here on August 1, 1991. 
There are certain attachments to it which I believe were provided 
to Mr. Blum, and were provided to, and remain, not part of the 
public record. 

I have seen those memoranda, sir. And those memoranda contain 
passages concerning efforts by certain individuals to get this com- 
mittee to stop its investigation. 

Senator Kerry. We are very aware of that. 

Mr. Jackowski. So that also happened. No. 3, sir, what I say Mr. 
Blum said, sir, was not only heard by me, but was, in fact, heard in 
substance by others, including Mr. Cook, Mr. Moore, and, I believe, 
to a certain extent, Mr. Rubinstein. They were interviewed, sir, by 
staffers of the House Banking Committee, the House Judiciary 
Committee; and, I believe, those debriefings were attended by Sena- 
tor Brown’s staffers. 

Your staffers did not attend that, and I believe the substance of 
those remarks which I attributed to Mr. Blum were relayed by Mr. 
Moore and by Mr. Cook, during the course of those debriefings. 

Senator Kerry. I am aware of that. We were told of that. Subse- 
quently — 

Mr. Jackowski. The point is, you say that it is somewhat bizarre, 
which seems to me to indicate that perhaps what I am saying, in 
your mind, might not be so. I am citing these because they corrobo- 
rate, sir, the words that I attribute to Jack Blum. In addition to 
that, sir, I did convey, in substance, what Mr. Blum had said to 
other individuals within my office. And, finally 

Mr. Kehoe. Let me say that I am one of those individuals that he 
told in the spring of 1989. 

Senator Kerry. I understand that. But what I am getting at is 
that Jack Blum came to me, and talked to me about that, at that 
time. And what has gained some sort of — because a couple of 
people were talked to about it at the time, was, I think, a conversa- 
tion that came out of London from a couple of lawyers, which we 
tried to pursue. 

But the fact is that this Senator is the person that sent Jack 
Blum to you guys with all of this information, in an effort to try to 
get it prosecuted. And the fact is, as I think the record shows very 
clearly and always has, that Jonathan Winer and David McKeon 
were the personal staff who were working on this at the time, who 
have never stopped working on it, ever, at any moment in time. 

And what grew, I think, out of the fact, and may be the single 
mistake of significance that we made at the time, was in concession 
to Senator McConnell, who had raised serious issues about the poli- 
tics of the moment, and what was happening with respect in — and 
remember, you go back to 1988, which is when this was, and the 
hearings originally involved General Noriega and BCCI and the 
bank. And the allegations at that time which surfaced in a public 
flareup, were that the committee was somehow, you know, pursu- 
ing this on a political basis. 

At which point, in June, prompted by Senator McConnell, and in 
agreement with him, I announced we were not going to have hear- 
ings for the duration of the electoral process, until the election was 
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over. And I think that grew into somebody's ability to say, aha, 
they are not going forward, and so forth. 

But it is a matter of record that this effort has never, quote, shut 
down, and so any mythology about that is mistaken. And Jack 
Blum says that that is not what he said to you at the time. What 
he was relaying to you was what the rumor was out of London, 
which he relayed to me. And he wrote a memo to me at the time, 
in which he specifically said that you ought to be incensed by this 
et cetera, et cetera. And he went on to discuss what we had to do 
in order to combat that. 

Mr. Jackowski. Senator, I have read the memo. What I am tell- 
ing you is that when Blum uttered these words that he was passing 
this information on to us. 

Senator Kerry. But I am surprised you would not write that 
down. You write everything else down. Why would not something 
like that, as significant as it, is merit being reduced to writing. I 
am puzzled. 

Mr. Jackowski. Senator, you don’t know what I write down and 
what I don’t write down. And second of all, I remembered it and 
that’s good enough for me. [Laughter.] 

I do not find it to be a laughing matter, Senator. 

Senator Kerry. I do not either, but that is precisely why I am 
laughing because I think it would be — I think it is so significant 
and of such consequence and particularly, I mean, look at this. You 
write here, Mr. Blum stated the ex-BCCI officials’ motives are sus- 
pect and some of this information is secondhand. 

Mr. Jackowski. Blum said that, not me, Senator. 

Senator Kerry. Correct. And Jack Blum says, absolutely, I said 
that. He says, so what. Carlos Lehder’s motives are suspect, but 
you investigated him. And you used him and let me just finish for 
1 minute, it is my turn to finish. 

There is not one person who comes before the Government who 
is an informant whose motives are suspect and you disqualify them 
simply because the motive is suspect? 

Mr. Jackowski. You seem to believe, sir, that we disqualified the 
information that was relayed by this particular individual. I have 
told you under oath that we commenced a grand jury investigation. 

Senator Kerry. Has the grand jury shut down or was the grand 
jury shut down? 

Mr. Jackowski. The grand jury was not shut down, the grand 
jury was temporarily suspended, or as Mr. Mazur put it there was 
a timeout. 

Senator Kerry. When was it suspended? 

Mr. Jackowski. It was suspended, sir, in October 1989 and it re- 
sumed the investigation. 

Senator Kerry. It resumed in 1991? 

Mr. Jackowski. No. 

Senator Kerry. When did it resume? 

Mr. Jackowski. It resumed, sir, after I got back from a month 
vacation, in September 1990. That is when it resumed. 

Senator Kerry. 1990, and it shut down when? 

Mr. Jackowski. It did not shut down. It was temporarily sus- 
pended in October 1989 and the reason, sir, one of the reasons in 
my mind why this particular individual’s motives were suspect was 
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because I believed that there was a substantial possibility that this 
was a plant that BCCI was trying to invade the prosecutorial camp 
with. 

I did not trust this particular individual. I thought that there 
was a substantial chance that we might make investigative disclo- 
sures to him, and this person might, in turn, go back to the net- 
work of the bank and tell them, all right, this is where the Govern- 
ment's coming from, this is where they are point at and this is 
where you guys need to be careful, that is one issue. 

The other issue is by getting too close to this individual, the de- 
fense, had they found out about, had we had any untoward con- 
tacts with this individual, the defense could have made a motion 
that somehow we had invaded their defense camp because of that 
individual’s close association with BCCI. 

So we were cautious of this individual, sir. 

Senator Kerry. Well, it is interesting to me. The district attor- 
ney in New York says that they viewed the story with some skepti- 
cism, but they interviewed him and additional witnesses and they 
looked at the documents and simply put, we investigated the case 
he brought to us and his story was proven to be true. 

So I think there was just a difference of attitude. 

Mr. Kehoe. No, Senator, that was after the Price Waterhouse 
report. That witness was discredited by the district attorney’s office 
when he went to talk to them as well. 

Senator Kerry. Which witness? 

Mr. Kehoe. We are talking about the witness, the first witness 
that Blum brought down to Mr. Jackowski. It was only after they 
got the Price Waterhouse report that corroborated some informa- 
tion and convinced this guy to testify that it bore fruit, and as I 
said before, Senator, the fact that smother prosecutor’s office did, 
God bless them, they did a good job. I commend what they have 
done, but the timing of it is crucial. We did not have that report. 

Senator Kerry. Well, it did still, I mean, I guess there is a puzzle 
here, but it is not my battle, it is something that Jack Blum feels 
very strongly about and I think he says he is going to respond and 
I am sure you will respond and you guys can go back and forth, but 
I thought he did very credible work and it is just sort of perplexing 
to me that somebody would not come to the committee and say, 
Senator, let me tell you what your investigator was saying. 

Or let me tell you what is going on, and I sense that it was be- 
cause there was just an adversarial sense about this thing, that the 
politics perceptions of what existed in 1988, which is why we sus- 
pended the hearings at that time and announced publicly we were 
doing so and it appeared in articles in the country, subsequently 
has been twisted into something different and regrettably, Jack, 
who did I thought extraordinarily credible work is now put in a po- 
sition of somehow being attacked and having to defend himself. 

Mr. Jackowski. Senator, I did not attack Mr. Blum, I merely re- 
cited the facts as I know them to be, with respect to the notion that 
somehow politics entered into my view of Jack Blum. Senator, I am 
not a political person. I am a professional prosecutor. As a matter 
of fact, I remember having a phone call, several phone calls with 
you, back in January 1980 with respect to Lee Rich and Stephen 
Michael Khalish. I don’t know whether you remember those or not. 
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Senator Kerry. I do recall those. 

Mr. Jackowski. It was rather late at night with respect to the 
production of Lee Rich and Stephen Michael Khalish before the 
subcommittee and they in fact testified before the subcommittee, 
along with Blandon, relative to goings on in Panama. 

Senator Kerry. Well the problem still remains, I guess, and 
maybe it is a problem in a difference in perception or something 
here, but when I first instructed Jack Blum to reach out to you 
folks and to cooperate with you and to turn information over to 
you, it was my anticipation that there was going to be what we 
could perceive as a full-fledged effort that was going to put the case 
together. 

And Jack came back to me, as did other people like David 
McCain here, who has, as I said, worked on this thing nonstop from 
when Jack Blum was with us, and it was their perception, contin- 
ually, that there simply was not a major effort going to reach out 
to the people that we knew were within the bank or outside the 
bank. Now we can argue about that at length. 

I think you have done a credible job of arguing your position and 
of setting forth what you have done and as you, not you, but as Mr. 
Mueller and I and others have discussed I think we all want to try 
and put an end to this process of the past and place some faith in 
the process of what is happening now and in the future, with an 
understanding that this thing is going to come to closure and that 
it is going to proceed but it is not say a small statement that there 
are significantly more attorneys, and significantly more assets, and 
significantly more investigators, and significantly more grand 
juries now working on it today than there were when this informa- 
tion was originally brought to you. And I think that is its own kind 
of statement. 

Senator Brown. Thank you, Mr. Chairman. I wanted to finish up 
on the Blum statements and quickly go through them and ask, if 
you would, to give us your observations with them and my purpose 
is frankly to have these statements side by side so that we have got 
a concern and the answer to it. 

Mr. Kehoe. Yes, Senator. 

Senator Brown. The observation was made by Mr. Blum that, 
“no effort was made to prosecute the coffee-smuggling incident.” 

Mr. Kehoe. Senator, that particular investigation was not in the 
middle district of Florida, it never was in the middle district of 
Florida, so I mean with all due respect and clarification and again 
it goes back to my apples and oranges, type of analogy that I laid 
out before. 

It wasn’t in the middle district of Florida, from what I under- 
stand. It was a Miami case out of the southern district of Florida. 

Senator Brown. Are you aware if an effort was made to ‘forward 
the appropriate information to the appropriate district? 

Mr. Kehoe. It may have been, Senator, Mr. Blum spent a signifi- 
cant amount of time in the southern district of Florida. I was a 
prosecutor in the southern district of Florida for some time. Mr. 
Blum was down there quite a bit. I am sure that Mr. Blum for- 
warded that information to the U.S. attorney’s office because can- 
didly, Senator, he knew a lot of people in that office. 

Senator Brown. But by your offices, nothing was forwarded? 
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Mr. Kehoe. It didn’t come to our attention, Senator. It wasn’t on 
our plate. 

Senator Brown. The next one on page 62, quoting him further, 
“a review of the record indicates that no effort was made to pros- 
ecute any of the people involved until an IRS agent, almost at the 
end of the term of the grand jury, himself insisted that a case be 
brought against the arms smuggler who was involved in it.” 

Mr. Kehoe. I am not sure I understand that reference. 

Senator Brown. This again relates to the coffee. 

Mr. Kehoe. Again, Senator, it was just reference to, that is, that 
particular defendant was not something in the middle district of 
Florida. That was in the southern district of Florida. 

Senator Brown. In the allegation on page 84, “there was never a 
serious effort to plea bargain the individual defendants.” 

Mr. Kehoe. Senator, that is absolutely categorically incorrect. 
Our plea bargain in the middle district of Florida is very firm and 
very stringent. And what our plea bargain is, is you plead to the 
indictment and then if you cooperate you engage in what is known 
as, I am sure the Senator knows, what is known as substantial as- 
sistance, and once you plead and once you demonstrate that you 
have cooperated, it is the Government’s determination whether or 
not it will file a substantial assistance motion. 

Congress has given prosecutors one of the best tools they have 
ever had with the change in 5(k)l.l motions as well as rule 35 mo- 
tions. That change comes as, that the Government has to make the 
motion to determine whether or not a defendant is going to get a 
substantial assistance motion. They have put that arrow. Congress 
has put that arrow in our quiver. They have the opportunity to 
come in and plead and cooperate. It was not forthcoming. They en- 
gaged in what Mr. Genzman referred to before as a scorched-earth 
policy, they were going to take us to the mat and so that is why we 
went to trial. 

The policy was set out very clearly. There were negotiations with 
the various defense attorneys about pleading. They said we can’t 
plead under those circumstances. It’s better for our defendants to 
go to trial. They said, well, we accept that, we are professionals. 
Let the games begin. But to say that there was no concerted effort 
is just not so. 

Mr. Jackowski. Senator, let me try to add to that if I might. One 
of the aspects of plea negotiations is to attempt to obtain a proffer 
of what a defendant will say, in terms of his cooperation with the 
Government. With one exception, sir, all of the defendants through 
their counsel declined to provide us with a proffer of what their 
testimony might be. That’s No. 1. 

No. 2, they also, sir, had an unrealistic expectation of the 
amount of time to which they would be exposed to should they 
plead guilty. They wanted 5 years in jail. That is not in accordance 
with the middle district of Florida’s plea policy and it is not in ac- 
cordance with the Department of Justice policy relative to plea 
bargaining in sentencing guidelines cases. 

No. 3, there was a fundamental difference of approach with re- 
spect to these defendants. My eye and my office knew these guys 
were no different than common dopers. Their defense attorney 
feared them as being the whitest of white-collar criminals. They 
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wanted these defendants treated as white-collar criminals. We were 
not willing to do that, sir. In addition, quite frankly, the defense 
attorneys, especially the ones from Washington, thought they could 
come down to Tampa and beat us. 

Moreover, the defendants themselves thought that they had been 
victimized by the Government and were not guilty. Under all of 
those circumstances, that I have described, plus the policy consider- 
ations that Mr. Kehoe has described, we had to take them to trial. 
We did and we convicted them. And that strategy as Mr. Kehoe 
and Mr. Genzman have indicated has, in fact, borne fruit. Evidence 
the indictment, on seal by the middle district of Florida, on Sep- 
tember 6, 1991. 

Senator Brown. Compare for me, if you would, the 5 years that 
they were willing to accept with what they got. 

Mr. Jackowski. I understand your question. Under the guide- 
lines, sir. Under our calculations they were looking at somewhere, 
Mr. Awan and Mr. Bilgrami, as long as the narcotics conspiracy 
count was still in the indictment, were looking at between 20 and 
30 years in prison. The other defendants were looking at between 5 
and 15 or 16 years in prison. 

Once the narcotics conspiracy count was no longer a factor, that 
exposure to prison would have been lessened. Ultimately, Mr. 
Awan and Mr. Bilgrami received sentences of 12Vz years. So they 
were looking at the most between 12 Yz to 15 years, sir. Just given 
the money laundering counts, with the absence of a narcotics con- 
spiracy. 

But the plea negotiations were conducted under the proposition 
that they plead to the narcotics conspiracy because the judge had 
not yet at that time, issued his December 5, 1989, order. 

Senator Brown. Even with that major difference, they ended up 
with 2Yz times as much time? 

Mr. Jackowski. That is correct. The more culpable defendants, 
Mr. Awan and Mr. Bilgrami, who were the ringleaders of the con- 
spiracy who we were able to put our hands on. 

Senator Brown. Page 84 again, quote, “I find it hard to find why 
they are disinterested in 1988, but are so interested in January of 
1990 that they give everything else away with respect to the bank.” 
You have covered some of this. Any other comments? 

Mr. Kehoe. I would reiterate what I said before. Mr. Blum is a 
private citizen. Mr. Blum is not part of the plea negotiations. Mr. 
Blum, quite candidly, Senator, doesn’t know the facts, but he is 
making a public statement about them. With all due respect, it was 
just simply incorrect. 

Senator Brown. It is not my intention to administer water tor- 
ture here. 

Mr. Kehoe. I understand. 

Senator Brown. I think it is important for you to have an oppor- 
tunity. 

Mr. Kehoe. I mean, I understand and I appreciate that, Senator. 
And it is somewhat disturbing when someone gives an opinion and 
pontificates about a particular scenario about which they know 
very little, or nothing for that matter, not having been involved in 
those plea negotiations that I conducted, and that is what hap- 
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pened, and many of the comments that Mr. Blum put before this 
committee, with all due respect, are just totally incorrect. 

Senator Brown. Page 90. 

Senator Kerry. If I could intercede there for 1 minute. I would 
be interested in having, and I am not going to trouble you with it 
now, but I would like to have an annotated listing, if you will, 
when you say the statements you put before are incorrect. If you 
could just submit that, I think that would be important to have for 
the record. 

Mr. Kehoe. Absolutely, Senator. 

Senator Brown. Page 90, quote, “to finish their failings, as well 
as in the southern district of Florida, the southern district had 
been aware for at least 14 months, possibly longer, that CenTrust a 
very large S&L, $2 billion down the hole, the president with a 
yacht as large as a destroyer, an office worthy of the Emir of 
Kuwait,” I do not think he is describing a Senate office here — “this 
case has been in the hands of the U.S. attorneys, that was not his 
quote. This case has been in the hands of U.S. attorney for the 
southern district of Florida, there has yet to be an indictment.” 

Skip, “are there more important cases in the southern district 
than a $2 billion S&L fraud type of criminal mess? What is he 
doing?” I appreciate that you are not representatives of the south- 
ern district of Florida, but a thought 

Mr. Kehoe. I can answer to a degree, I mean we are essentially 
in the third inning of a nine-inning game. I mean we have not 
cases under investigation. These are protracted, complicated inves- 
tigations so much so, Senator, that Congress in the FIREA statute 
of 1989 and 1990 I believe it was, increased the statute of limita- 
tions to 10 years. This is tough stuff. 

These matters are under investigation and they continue to 
remain under investigation as ongoing matters, and to say at any 
point that they have stopped and that nothing has happened is just 
totally incorrect. 

Senator Brown. Your point being, one, the statute of limitations 
has not run out and, two, they are under continuing investigation. 

Mr. Kehoe. They are under investigation and Senator, but to be 
honest with you, with the complexity of bank failures and with this 
particular bank I am not sure, because I am not involved, but 
having been involved in bank failure investigations, they take up a 
tremendous amount of time from the local corner bank to the 
more, the bigger banks with branches around the country. 

Senator Brown. Thank you. Page 98. These remarks deal with 
the story of documents that have been turned over to the American 
Embassy in Panama, where they were shipped from Panama to 
Miami. When witnesses got to Miami and the DEA headquarters, 
the box had been opened and the documents were missing, as I un- 
derstand it. The quote is, “the documents were missing. We raised 
it in the hearing, the DEA said we have an internal affairs investi- 
gation to my knowledge, the documents were never found and no 
one was ever prosecuted.” 

Mr. Kehoe. That occurred when I was in the southern district of 
Florida, Senator, and the prosecutor who was involved in that is 
Dick Gregory, a friend of mine, and he has been a friend for many 
years. 
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There was an investigation conducted by the southern district of 
Florida. Another friend of mine, who is an AUSA down there by 
the name of Bruce Udolf, conducted that investigation with the 
witness and with the witness and the agent that was involved, the 
conclusion was that while it appeared that the box had been 
opened, all the documents were there. 

Apparently, the gentleman was confused because his wife had 
packed the box. He was in the United States. His wife had packed 
the box and he wasn’t sure whether or not it was original docu- 
ments or a computer printout. His wife had apparently put a com- 
puter printout in there, as opposed to the original documents, and 
once that was clarified the investigation was over. 

Senator Brown. You are saying the documents, in effect, were 
not lost? 

Mr. Kehoe. That is correct. Now Senator, that was the conclu- 
sion of the U.S. attorney general’s office as well as DEA and the 
witness himself. 

Senator Brown. Something you can help me to understand. This 
may well fit into the area of background more than anything else, 
but this is earlier testimony. Or I guess the prepared testimony 
that you had given us. It said Mr. Blum also obtained a copy of the 
draft of the Customs Service press materials based on confidential 
internal Department of Justice memorandum, at some point prior 
to the unsealing of the indictment. 

Mr. Blum provided copies of these materials prior to the unseal- 
ing of the indictment to Robert Altman and his partner, John 
Kovin of the Clifford & Warnke law firm. 

These materials later formed the basis of numerous pretrial mo- 
tions which questioned the sufficiency of the Government’s proof 
and its conduct of the undercover investigation. A serious charge. 
Tell me what you based those comments on. 

Mr. Jackowski. Sir, I based those comments on, No. 1, the fact 
that there was first of all there were motions, were in fact, motions 
alleging sufficiency of proof problems with respect to, at least one 
of the defendants. 

Included within those documents was a statement authored by 
myself which was true at the time it was written that is July 21, 
1988, that to date only six of the nine bank officers have been docu- 
mented as having direct knowledge of the narcotics proceeds. 

That was true in July 1988. It was not true at the time the in- 
dictment was returned, in October 1988. The reason it was not true 
is because we had obtained such evidence against such defendants 
by October 1988. That was essentially the problem. 

The reason why I know this happened is because that specific 
comment within those documents did in fact form the basis of the 
Brady motion, and motions to dismiss. 

Senator Kerry. Can I just intercede here? I was struck by that 
today and so when I called Mr. Blum this afternoon to enquire 
about the statements, Mr. Blum said that is building innuendo into 
a charge that is simply false. He says he was given the documents 
by Customs and they were the press release that Customs put out 
and that he personally, they were not secret. That is what he says. 
As I said I am going to let Jack Blum answer these things. 
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Mr. Jackowski. Jack Blum does not have to defend himself on 
this point. That is the point I am trying to make if I can finish. 

Senator Kerry. Well, it certainly reads in that way. 

Mr. Jackowski. I disagree that it criticizes Mr. Blum. Mr. Blum 
didn’t leak those documents. Higher ups within the U.S. Customs 
Service leaked it. The reason why I know those documents were 
leaked is because attached to the Brady motion was a declaration 
by either Mr. Kovin or Mr. Altman to the effect that they got them 
from Mr. Blum before the unsealing of the indictment. That is one 
way I know it. The other way I know is it because Mr. Blum in fact 
told me that he got these documents from Customs. 

Senator Kerry. That is what I am saying. 

Mr. Jackowski. He didn’t think and there probably was no 
reason to believe that there was anything wrong with Customs 
giving him those documents. They were representative of the press 
package of Operation C-Chase. The problem with that, Senator 
Kerry, was that there were disclosures of these documents made to 
Mr. Blum and these documents were passed to the bank before the 
indictment was unsealed. 

Senator Kerry. The way it was put here is that after a criticism 
of William Von Raab you talk about how incredible it is the lives 
of undercover agents are jeopardized and then you say Jack Blum, 
an investigator, also found out about the impending takedown in 
advance and Blum describes his knowledge and so forth and then 
you say he also obtained a copy and there is no context in 
which 

Mr. Jackowski. Let me try to add the context. You had testify- 
ing in front of you today, Mr. Mazur. Mr. Mazur’s life was at risk. 
The bottomline is no one had any business for whatever purpose to 
whomever leaking that investigation before those arrests were 
made. That is the point, Senator. 

Senator Brown. Let me see if I can understand what is being 
said here. A draft press release, disclosing important material was 
given to someone who gave it to a counsel, an attorney for related 
defendants 

Mr. Jackowski. That is in essence what happened here. This is a 
long story. To try to give you the short, to try to give you a short 
version 

Senator Brown. I am just trying to underline, the Customs Serv- 
ice would hand out draft press releases. 

Mr. Jackowski. I don’t know the answer to that, Senator. I could 
only speculate on that. 

Senator Brown. But an undercover operation. 

Mr. Jackowski. I could only speculate on that, sir. 

Senator Brown. Is there any information on why Blum would 
pass it on to Mr. Altman or how is it that you know that? 

Mr. Jackowski. I know that because Mr. Blum told me he got it 
from Customs and gave it to Altman and Kovin and because Kovin 
and Altman filed the motion with a statement under oath by Mr. 
Kovin saying they got it from Mr. Blum. That’s how it is that I 
know that. 

Why Mr. Blum would do that, I believe he did that because at 
this time, this subcommittee was attempting to get information 
pursuant to its subpoenas from the Clifford & Warnke firm on 



781 


behalf of BCCI. And he wanted to share this with them as part of 
his effort to get his subpoenas or get this subcommittee’s subpoenas 
complied with. 

I believe, in substance, I don’t know that but that seems to me 
the most logical reason why Mr. Blum would do that. And that’s 
purely speculation on my part, with respect to Mr. Blum’s motives. 

Senator Brown. Changing subjects on you for a moment. The 
question had been asked earlier about the takedown decision being 
influenced in Washington. I guess that the obvious questions that 
come to mind it how is a decision on the takedown made on Oper- 
ation C-Chase? 

Mr. Jackowski. Sir, as I recall, there were discussions back in 
January 1988 between SAC-Tampa of Customs and also the ARCE- 
Miami of Customs. ARCE means Assistant Regional Commission 
for Enforcement for Customs in Miami, with respect to when the 
case was going to be taken down. 

I believe, sir, it was as a result at least of those discussions that 
Customs came up with the view that the case should be taken 
down by October 1988. 

I want to make the record perfectly clear on this. With respect to 
the timing of the takedown date, I personally supported that date 
because I felt that the goals of the investigation could be completed 
by that time, No. 1. 

No. 2, in my view, the goals of the C-Chase investigation were 
concluded by October 1988. The reason for that is because the 
money laundering culpability of BCCI, which was the principal 
goal of the investigation as it in fact developed, had been estab- 
lished. 

It was a goal of the investigation to investigate, in an undercover 
capacity, First American Bank. This was a money laundering in- 
vestigation, not a bank takeover investigation as it was originally 
began, sir. 

Senator Brown. Who is it who made the decision? 

Mr. Jackowski. To take the case down in October 1988. The deci- 
sion being made at one point in time, back in earlier during the 
year. Is that your question? 

Senator Brown. Well, the decision with regard to the takedown. 
Who made the decision? 

Mr. Jackowski. Senator, I can’t answer that. You have to give 
me a timeframe. Or, if you won’t 

Senator Brown. In the February area. 

Mr. Jackowski. I don’t know, sir. I believe that decision was 
made by SAC-Tampa in conjunction — special agent in charge of 
Tampa, in conjunction with the ARCE, Assistant Regional Commis- 
sioner for Enforcement in Miami, as well as in consultation with 
SAC’s of other offices and ARCE’s of other divisions of Customs 
that were involved in this operation. 

I was consulted relative to the decision and I personally had no 
problem with the October 1988 date. 

Senator Brown. Do you have any information that would indi- 
cate someone in Washington made that decision? 

Mr. Jackowski. I don’t have the information at all that someone 
in Washington made that decision. You have to realize that Cus- 
toms is a bureaucracy and in a bureaucracy this was an important 
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case. And I’m speculating here and perhaps I shouldn’t do this,, but 
I would suspect that that is probably the type of decision that was 
probably discussed with officials of the U.S. Customs Service in 
Washington, DC. I don’t know that. I want to make the record per- 
fectly clear relative to that. 

Senator Brown. Thank you. 

Senator Kerry. Gentlemen, just a few quick questions. Is this 
any problem, Mr. Kehoe, with, in respect to the plea agreement 
and a double jeopardy problem, subsequent prosecutions of BCCI? 

Mr. Kehoe. In what respect, Senator? 

Senator Kerry. Well, just a question of whether or not it is being 
exposed for fundamentally the same crime and tried again on the 
same basis. 

Mr. Kehoe. Senator, I mean if, the Blockburger test obviously 
has a different element of the offense than — if there is an element 
of an offense that is different, then there’s not going to be any 
double jeopardy problem. 

Now, for instance, the particular case — say, for instance, that the 
bank and several individuals are charged with, you know, a RICO 
out of some other place, say, out of one of the districts that’s cur- 
rently investigating it. There would be no double jeopardy. 

Senator Kerry. Has this been raised? 

Mr. Kehoe. Oh, sure, we’ve discussed it at length within the De- 
partment. 

Senator Kerry. Has it hampered any prosecutions in any other 
districts? 

Mr. Kehoe. No, we’ve discussed this particular issue at length, 
Senator, with Mr. Miller in his meetings with other U.S. attorneys, 
recently, I might add, on that particular issue and with the fraud 
section, et cetera. 

Senator Kerry. Is Justice satisfied that this issue is not going to 
be an impediment? 

Mr. Kehoe. I think that every time you have a case, it is going to 
have to be addressed. I mean, as we move up the line, we talk 
about a particular indictment. Could we envision a situation where 
it could be a double jeopardy? 

I will give you an example, Senator. As you know, with chips and 
money coming in and out of the United States, that technically is 
the jurisdiction of the southern district of New York for many of 
the money laundering activities that took place in the middle dis- 
trict of Florida. Certainly, if they turned around at that point and 
decided they were going to put some type of 1956 case or 371 case 
together, based on those transactions, it would clearly be double 
jeopardy. 

Senator Kerry. Are you currently receiving adequate coopera- 
tion from BCCI with respect to as per the agreement? 

Mr. Kehoe. They have been cooperating with us, Senator. 

Senator Kerry. They are cooperating. 

Mr. Kehoe. Yes. 

Senator Kerry. And has that information led to any other drug 
traffickers being prosecuted? 

Mr. Kehoe. rm going to have to decline to answer that, Senator. 
I will say this, Senator. In a broad sense, the cooperation’s been 
fruitful. 
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Senator Kerry. Mr. Morgenthau testified before us in May and 
at that time, Mr. Genzman, he told us that he had written to you a 
letter on March 8, asking for certain documents. Have those docu- 
ments been provided to him? 

Mr. Genzman. I believe that has been cleared up, Senator. I 
don’t believe at that time I was aware of what the issue was and I 
was somewhat surprised. But the explanation I gave then was that 
around that time, the Department of Justice in Washington was co- 
ordinating with his office and it might have been that that was re- 
ferred by our office, his request was referred by our office, without 
my even seeing it to the Department of Justice. 

Not having heard any further on that, my assumption is that 
that is no longer an issue. As a matter of fact, we have had some 
regular contact with Mr. Morgenthau’s office on ongoing coopera- 
tion and that has not come up. 

Senator Kerry. You do not know whether or not, do you know, 
Mr. Kehoe, have those documents been provided? 

Mr. Kehoe. Senator, you’re going to have to reference me to the 
particular documents that we’re talking about. I know that we 
have been — we have had steady contact with Mr. Morgenthau’s 
office. As I think I spoke to one of your staffers consistent with 
some of the contact that we have been having concerning a witness 
and the need. 

And Mr. Morgenthau’s office is assisting us in this regard be- 
cause we have a mid-January trial date on a particular witness. He 
wants to use him. 

Senator Kerry. Is that Chinoy? 

Mr. Kehoe. That’s the one. 

Senator Kerry. Can Chinoy be made available to him? 

Mr. Kehoe. Yes, Senator. He has been down to the middle dis- 
trict of Florida to debrief him. The issue is whether or not if he 
goes to New York, the defense is going to attempt to use his trans- 
fer to New York as a postponement of his trial or his plea. 

We have been in contact with Mr. Morgenthau’s office and they 
have said yes. We don’t want to let that happen. 

Senator Kerry. The point is, that is not an issue. 

Mr. Kehoe. It’s not an issue. 

Senator Kerry. Fine. Have the foreign bank secrecy and confi- 
dentiality laws stood in the way of BCCI cooperating with you folks 
in a meaningful way? 

Mr. Kehoe. It has been an issue that has come up, Senator, I 
must say, but we have been able to work around it in several re- 
spects. But I will tell you that it has come up candidly. 

Senator Kerry. And when you say it has come up, it is, in fact, 
substantively a problem. 

Mr. Kehoe. Well, the view of some of some BCCI was, well, you 
know, this might be a crime in a particular jurisdiction. How can 
we get around this? Normally, what happens is you go to the coun- 
try and have the particular institution and they say, well, we don’t 
mind doing this. 

Senator Kerry. So, you are not finding it an impediment. 

Mr. Kehoe. Yet. 

Senator Kerry. And are there any occasions where BCCI has 
failed to provide you with documents you are seeking? 



784 


Mr. Kehoe. Without going into the nature and extent of the 
whole operation, we have asked them for some documents and 
asked them for supplements. And if you say, we want something 
out of the chute and this isn’t everything we wanted, we have to go 
back and forth. I mean, certainly that has happened, Senator, with 
every institution, every defendant that I’ve ever had that has coop- 
erated with us. You have this tug back and forth where you say, 
we want this and they give you this and you say we want in addi- 
tion to that. 

Senator Kerry. I hesitate to say this in front of a couple of 
people who seem every bit as skilled as any Senator in keeping the 
floor, but is there anything that you have not had a chance to say 
that you are frustrated about or that you particularly think you 
have a chance to lay on the table? 

Mr. Kehoe. We have a charge to talk now, Senator. Is that what 
you’re saying? 

Senator Kerry. With some limitations. Mr. Kehoe, I think you 
have had enormous — if we really break this record down, I would 
suggest that you have probably dominated the day in terms of time 
to talk. 

But if you have anything that you would like, at this point, that 
you feel you have not had a chance to say, open season. 

Mr. Genzman. Thank you for your time, Senator. 

Senator Kerry. This has been the easiest afternoon you have 
had, Mr. Genzman. 

Mr. Genzman. I would defer to my colleagues on many issues 
such as these and I’m proud of the fact that they’ve been able to 
field these questions better than I could. 

Senator Kerry. Mr. Jackowski? 

Mr. Jackowski. Senator, all I can say is as I told you before, I do 
appreciate the opportunity to be here and it has been an education- 
al process for me and I hope for you, as well and for the record. 

Senator Kerry. I beg your pardon. 

Mr. Jackowski. I hope it’s been educational for the record, be- 
cause quite frankly, I think it is important that the record be com- 
plete with respect to some certain aspects of the hearings that 
these subcommittee has previously conducted and I think that was 
one of the things that we tried to do here today. 

Senator Kerry. Well, I appreciate that. Let me say to you that I 
think there are still issues on the table that need to be sorted out 
in terms of who is saying what and I am not going to dig here in 
every aspect of that now. But I do think it would be very helpful 
for you and I would like for the committee to have your assessment 
of where statements have been made that are just inaccurate ac- 
cording to you. 

And if you would show what the inaccuracy is, then that would 
give us a chance to evaluate that, which we will do. And I hope 
that over the last couple of years that we have gained some reputa- 
tion for fairness and being straightforward on this. 

I will draw a conclusion and I will have an opinion and I do not 
hesitate, as you know, to say it when I feel it. But I also am per- 
fectly willing to admit if we have screwed up or misread facts or 
not done something correctly. I still stand by some strong feelings 
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that I have, but on the other hand I think you have explained some 
of the decisions you have made. 

They may be some very legitimate differences of opinion as there 
often are in how someone approaches a case or what somebody 
thinks, the relevancy of one thing is versus the relevancy of an- 
other. And those are things human beings can differ on and that is 
what makes our system of government interesting. 

I appreciate, very much your being here and I say again, and I do 
not, I am not kidding when I say this. I truly respect your under- 
takings, your commitment, the job that you have done and I think, 
there is no question in my mind, how hard you folks have worked 
at this. So that is not the issue as far as I am concerned. 

There are other judgmental issues, but those are always on the 
table. And reasonable human beings can differ about those kinds of 
things. But I certainly respect your work and I do credit the fact 
that you had a successful prosecution. The only question some 
people have is, as Bob Mazur suggested, could it have been more, 
might it have been. Who knows. And those are the questions that 
we all face in this process. 

Senator Brown? 

Senator Brown. Mr. Chairman, I understand earlier in the hear- 
ing that a question regarding why Mr. Jackowski would leave Flor- 
ida and move to Colorado came up. [Laughter.] 

1, for one, think he showed great judgment in that decision. 
[Laughter.] 

It is very difficult to snow-ski in Florida and of course, the qual- 
ity of football is not nearly as good. [Laughter.] 

Seriously, we look at this with some benefit of hindsight or at 
least I am speaking for myself, because, as you know, the chairman 
has been involved in this from the earliest date. 

And we, I think, of necessity, are focusing on areas where we can 
change the law, where we can improve the process and procedures 
to find out why things did not get done more quickly. And that I 
think is our responsibility. But I hope you do not mistake that en- 
thusiasm for our job as a personal criticism of any of you. 

The reality is, as I understand it, you have gotton the No. 1 con- 
viction for money laundering in this Nation’s history under your 
belts. You have achieved an award that is dramatically bigger than 
anything that has ever been won in that area. And there is no 
question that you have worked very hard in this. 

So I hope, as you leave today, you will not come away with the 
feeling that we do not appreciate what clearly is a very spectacular 
case that has come to rest and our enthusiasm to see if there are 
not things that can be done to improve the process is not meant as 
a personal criticism for any of you or for the devotion that you 
have shown for your job. 

Senator Kerry. The only comment I would add to that is that I 
am confident that there are going to be additional indictments. I do 
not have any question about it. I hope there is not going to be too 
much delay in some of them that some people seem to have a feel- 
ing that could be ripe now perhaps and maybe we can talk about 
privacy here. 

But I think that there will be more indictments. I have no ques- 
tion. You have got a lot of people working on this now. But my ob- 
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servation stands that I wish there would have been that many 
people working on it or I wish we would have had the power of 
that grand jury back a couple of years ago, because I truly believe 
there was a lot to lay on the table at that point in time. 

Now that is not, you do not control that. You are operating with- 
out a lot of resources. And, if anything has been underscored in 
this, both this morning and this afternoon, it is the real handicap 
of this process, of a couple of people working long hours and a 
couple of investigators who have almost got to suspend an investi- 
gation in order to prepare for a trial and go back. 

There is not a defense attorney out there who does not under- 
stand it and there is not a corporate defendant out there who does 
not understand it, which is why they are prepared to spend $40 
million hiring 23 attorneys to stand up against you alone. And the 
imbalance of that 

Mr. Jackowski. It was a fair fight, Senator. [Laughter.] 

Senator Kerry. You do not hire them with any ego, do you, Mr. 
Mueller? But that is what makes you capable of doing what you do. 

Gentlemen, I really appreciate the time and the effort and thank 
you for your patience and I particularly want to thank your boss, 
Mr. Mueller, for his patience. His hair has gotten grayer even sit- 
ting here this afternoon and we appreciate it. Mr. Mueller, if you 
want to come up and take a seat, the rest of this panel will be ex- 
cused and we will try to get through here as rapidly as we can. 

Mr. Mueller, let me ask you to rise. Do you swear to tell the 
truth, the whole truth, and nothing but the truth, so help you God? 

Mr. Mueller I do. 

Senator Kerry. I know you have an opening statement. You may 
proceed. 

TESTIMONY OF ROBERT S. MUELLER, III, ASSISTANT ATTORNEY 
GENERAL, DEPARTMENT OF JUSTICE, WASHINGTON, DC 

Mr. Mueller. Mr. Chairman, as you know, I’m the Assistant At- 
torney General in charge of the criminal division of the Depart- 
ment of Justice. I am pleased today to have the opportunity to ad- 
dress the Departments role in the investigation of the Bank of 
Credit and Commerce International. 

I’ve been Assistant Attorney General since the fall of 1990 and 
I’ve been personally involved in the BCCI investigation since the 
summer of this year. My principal role over the past few months 
has been to oversee the ongoing Federal investigations and make 
certain that the investigations are conducted professionally, are 
properly organized and coordinated, and the prosecutors have 
access to all the necessary resources to do a responsible, profession- 
al investigation. 

I have been involved almost continuously in Federal law enforce- 
ment since I became an assistant U.S. attorney in the 1970’s. The 
BCCI investigations have been and will continue to be, as long as I 
am involved, conducted by the Department of Justice prosecutors 
according to the highest standards. 

This matter is, I know the subcommittee is aware, is extraordi- 
narily complex, one of the most complex investigations ever under- 
taken. That is not said as an excuse or a defense, but simply as a 



787 


fact. Further, as has been pointed out previously, it is premature in 
our view to assess our performance. We cannot even fully respond 
to criticism because we cannot reveal grand jury proceedings or the 
details of our investigations. 

Indeed, I must say, I find myself and we find ourselves in much 
the same position in this investigation as we found ourselves in the 
Pan Am 103 investigation, maybe 1 year ago. We then had many 
critics of the Pan Am 103 investigation. Reporters and others, in- 
cluding Members of Congress, were critical of the delay in reaching 
a conclusion to that investigation. 

There are allegations of a political agenda driving that investiga- 
tion. And we are unable to defend ourselves because the investiga- 
tion was ongoing. As in the Pan Am 103 investigation, I believe our 
record will speak for itself when the BCCI investigations and pros- 
ecutions have concluded. 

The record also showed that the criticism of the Department on 
its handling of the BCCI investigations, those criticisms are funda- 
mentally unfair. The Department of Justice was conducting a 
major investigation of BCCI as early as 1987 in Tampa, FL. U.S. 
attorney Robert Genzman and his assistants have, I must say, quite 
ably discussed that prosecution at length and quite clearly, there’s 
no need for me to review their testimony. 

The investigations did not stop with the sentencing of the defend- 
ants in Tampa in November 1990. Since July 1991, the Department 
of Justice has returned two major indictments. One is the Septem- 
ber 5, 1991, indictment in Tampa, alleging racketeering and money 
laundering offenses. The other is the November 15, 1991, indict- 
ment in Washington, alleging racketeering and other offenses 
based on the secret acquisition and control of Independence Bank 
and the parking of securities in CenTrust. 

They were not our first BCCI indictments. They are not expected 
to be the last. We are pursuing all leads aggressively in every 
comer of the globe. 

I want to turn now to some of the criticisms that have been lev- 
eled at the Department of Justice over the past few months. One 
charges that the Department was deliberately dragging its feet in 
pursuing allegations of criminal wrongdoing by BCCI. The allega- 
tion that prosecutors have deliberately failed to do their duty is ab- 
solutely and categorically false. 

The report regarding BCCI, released by the majority staff of the 
House Judiciary Subcommittee on Crime and Criminal Justice, on 
September 5, 1991, found no evidence of any influence peddling af- 
fecting the Justice Department’s handling of this case. And to my 
knowledge, no one in Government, within or without the Justice 
Department, has made any attempt to delay or bog down this in- 
vestigation or to protect any persons from being prosecuted. Nor, to 
my knowledge, has anyone in the Department or in any other 
agency attempted to conceal any wrongdoing by the bank. 

With the benefit of hindsight, it is easy to forget that BCCI is 
and was a foreign institution, largely operating outside the United 
States. It was permitted to accept deposits in the United States and 
had very few offices and employees here. Although it secretly ac- 
quired interests in American banks, many of the key events, even 
regarding those transactions, occurred overseas. 
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BCCI was not an ordinary bank. It was set up deliberately to 
avoid centralized regulatory review. Its officers were sophisticated 
international bankers whose apparent objective was to commit 
fraud on a massive scale. 

And what is often overlooked is that, to a great extent, the regu- 
latory process in the United States worked properly. The Federal 
Reserve, to its immense credit, did its job, unlike many of the na- 
tions in which BCCI did do business. The United States did not 
permit BCCI to take deposits from its citizens. Whatever massive 
fraud may have been perpetrated against depositors overseas, no 
such fraud occurred in the United States. 

While it is true that BCCI was able to acquire secret interest in 
several federally insured American banks, notwithstanding the ef- 
forts of the Fed, the exposure of American citizens to financial 
losses could have been dramatically higher. 

Now the Department has been criticized for purported delays in 
bringing the indictments against BCCI and its officers, and I must 
say that the claim is simply untrue. The Department has now 
brought three major indictments of BCCI beginning with the first 
Tampa indictment in 1988 and continuing up to last week. Each of 
those indictments was brought when the evidence had been devel- 
oped sufficiently to support the charges. 

Indeed, the Department has moved with remarkable speed, given 
the complexity of the matters involved. The Department, in the 
form of the U.S. attorney’s office in Tampa, was quick to follow up 
on additional leads coming out of the Tampa convictions of Novem- 
ber of last year. And this last August and September, a followup 
money laundering indictment was returned and unsealed. 

Last week, we returned an indictment charging BCCI with ille- 
gally obtaining control of Independence Bank operating out of 
Encino, CA. It was only in May of this year that we received the 
referral from the Federal Reserve on this bank. Again, as I’ve indi- 
cated before, the Department fully expects to bring additional in- 
dictments over the ensuing months. 

The Department is aggressively pursuing all allegations of 
wrongdoing of BCCI and its employees. It is conducting investiga- 
tions through a Washington-based task force, and in a number of 
U.S. attorneys’ offices. At present, 37 Federal prosecutors, support- 
ed by dozens of agents and supervisory and support personnel, are 
conducting or supporting investigations nationwide. Two major in- 
dictments are pending and others will likely follow. 

The Washington task force alone has interviewed dozens of wit- 
nesses and returned tens of thousands of pages of records. It is 
interviewing witnesses and securing evidence in locations such as 
Britain, France, Abu Dhabi, Pakistan, Egypt, the Cayman Islands, 
the Channel Islands, Argentina, Peru, and other countries. 

In conclusion, Mr. Chairman, I want to reiterate that the Depart- 
ment of Justice has been working on the BCCI matter since 1987. 
We have obtained significant convictions already. We have two 
major indictments pending and we are devoting the resources nec- 
essary to ensure that if there is additional wrongdoing yet to be un- 
covered, it will be pursued professionally, relentlessly, and impar- 
tially, wherever it may lead. 
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Thank you for the opportunity to give those opening remarks, 
Mr. Chairman, and I’m certainly pleased to answer any questions 
you might have. 

The prepared statement of Mr. Mueller follows:] 

Prepared Statement of Robert S. Mueller III 

Mr. Chairman, my name is Robert S. Mueller HI. I am the Assistant Attorney 
General in charge of the Criminal Division of the Department of Justice. I am 
pleased to have this opportunity to address the Department’s role in the investiga- 
tion of the Bank of Credit and Commerce International (“BCCI”). 

I have been Assistant Attorney General since the fall of 1990, and I have been 
personally involved in the BCCI investigation since the summer of 1991. My princi- 
pal role over the past few months has been to oversee the ongoing federal investiga- 
tions, and to make certain that the investigations are properly organized and coordi- 
nated, that they are being conducted professionally, and that the prosecutors have 
access to all the resources necessary to do a responsible and professional investiga- 
tion. 

Before I describe the current status of the investigations, and review some of the 
Department’s past efforts, I want to make several points. 

First, I consider myself to be a law enforcement professional. I have been involved 
almost continuously in federal law enforcement since I became an Assistant U.S. 
Attorney in the early 1970’s. The BCCI investigations have been, and will continue 
to be as long as I am involved, conducted by professional prosecutors according to 
the highest professional standards. 

Second, to my knowledge no government official — not at the State Department, 
the White House, the CIA, or anywhere else — has attempted to influence these in- 
vestigations in any way. Furthermore, there is no political component to these in- 
vestigations, and any suggestion to the contrary is entirely false. 

Third, we are responsible, ethical prosecutors. We will not indict simply to get fa- 
vorable press coverage or to quiet our critics. We require evidence sufficient to 
prove a crime beyond a reasonable doubt, and we will not indict if that evidence 
does not exist. 

Fourth, this matter is extraordinarily complex — one of the most complex investi- 
gations ever undertaken. That is not an excuse or a defense, but simply a fact. It is 
unrealistic to expect overnight results if we are to maintain professional standards. 

Finally, it is premature to assess our performance. We cannot even respond fully 
to criticism, because we cannot reveal grand jury proceedings or the details of our 
investigations. Our record when the investigations and prosecutions have concluded 
will speak for itself. 

I believe that a fair review of the available facts will show that the Department of 
Justice has done an excellent job on the BCCI investigations, and that the criticisms 
of the Department are fundamentally unfair. The career, professional prosecutors 
whom I represent here today are proud of their accomplishments thus far, and I am 
confident that a complete review of the factual record will support that conclusion. 

THE TAMPA PROSECUTION AND SUBSEQUENT INDICTMENTS 

As you know, the Department of Justice was conducting a major investigation of 
BCCI as early as 1987 in Tampa, Florida. U.S. Attorney Robert W. Genzman and his 
assistants have discussed the Tampa prosecution at length, and I will not repeat 
their testimony. I do want to emphasize, however, that the Tampa prosecutions 
were a success. The Department of Justice convicted the bank and five high-ranking 
officials of serious crimes — something no other law enforcement agency in the world 
has been able to do. We obtained the largest monetary penalty that has ever been 
imposed on a financial institution for money laundering in this country. The five 
BCCI officers all received substantial prison terms ranging up to 12 V 2 years without 
parole. 1 We are the only law enforcement agency in any country to have achieved 
such a result against this bank, and we are proud of that accomplishment. 

The investigations did not stop with the sentencing of the defendants in Novem- 
ber, 1990. Since July, 1991, when I became personally involved in the BCCI investi- 
gations, the Department of Justice has returned two major indictments: the Septem- 


1 Of the remaining seven individual defendants in the first Tampa indictment, two were con- 
victed in Great Britain on evidence supplied by the U.S. Government; one had his case dis- 
missed before trial; three are fugitives; and one has recently been extradited by Great Britain to 
the United States to stand trial in Tampa. 
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ber 5, 1991 indictment in Tampa, alleging racketeering and money laundering of- 
fenses, and the November 15, 1991 indictment in Washington, alleging racketeering 
and other offenses based on the secret acquisition and control of Independence Bank 
and the “parking” of securities in CenTrust. Those indictments were not the first 
BCCI indictments, and they are not expected to be the last. 

We are pursuing leads aggressively in every corner of the globe. We will follow 
the evidence wherever it may take us. And we will make every effort to bring to 
justice any person, regardless of his or her rank or position of influence, who has 
committed a crime that can be proven beyond a reasonable doubt in a court of law. 

I want to turn now to some of the criticisms that have been leveled at the Depart- 
ment of Justice over the past few months. 

ALLEGED DELIBERATE “FOOT-DRAGGING” BY THE DEPARTMENT OF JUSTICE 

One of the most frequently-repeated charges has been that the Department of 
Justice was deliberately “dragging its feet” in pursuing allegations of criminal 
wrongdoing by BCCI. One witness has even accused the Department, before this 
very Subcommittee, of being under the sway of so-called “influence peddlers” who 
somehow corruptly persuaded us to ignore qur duty to enforce the criminal laws of 
this country. 2 

The allegation that prosecutors at the Department of Justice have deliberately 
failed to do their duty is absolutely and categorically false. The Staff Report regard- 
ing BCCI released by the Majority Staff of the House Judiciary Subcommittee on 
Crime and Criminal Justice on September 5, 1991 (the “Schumer Report”) found no 
evidence of any “influence peddling” affecting the Justice Department’s handling of 
this case. 3 Nor has this Subcommittee, or any other congressional committee, uncov- 
ered any such evidence. 

To my knowledge, no one in government, within or without the Justice Depart- 
ment, has made any attempt to delay or block this investigation or to protect any 
persons from being prosecuted. Nor, to my knowledge, has anyone in the Justice De- 
partment, or in any other agency, attempted to conceal any wrongdoing by the 
bank. At all times, for the past 4 years, the career prosecutors in the Department of 
Justice have been doing what they are compelled by their oaths of office to do: to 
investigate and prosecute criminal activity in a professional and impartial manner. 

The claims that Department prosecutors have deliberately failed to prosecute the 
bank because of “influence peddling” are not merely inaccurate. Those allegations 
insult the integrity, and denigrate the hard work, of every career law enforcement 
agent and attorney who has worked on the BCCI case since it began, and whose dili- 
gence has led to the only successful prosecution of BCCI and its officers to date. 

ALLEGED FAILURE TO BRING TIMELY PROSECUTIONS 

Among the principal criticisms of the Department of Justice’s performance have 
been that the Department failed to react quickly enough to so-called “strong leads” 
and “warning signs” regarding BCCI; that the overall federal effort was not suffi- 
ciently coordinated; and that the Department has, and continues, to engage in inor- 
dinate delay in the bringing of indictments. 

A proper understanding of what the Department of Justice did, or did not do, re- 
garding BCCI requires an initial understanding of a number of different matters: 
the structure and operations of the bank, the dates that allegations of crimes were 
made to the Department, and the respective roles of prosecutors and bank regula- 
tors. 

1. The Structure and Operations of the Bank. With the benefit of hindsight, it is 
easy to forget that BCCI is and was a foreign institution, incorporated, headquar- 
tered, and largely operating outside the United States. It was not permitted to 
accept deposits in the United States, and had very few offices and employees here. 
Although it secretly acquired interests in American banks, many of the key events, 
even regarding those transactions, occurred overseas. More importantly, most of the 
witnesses, documents, and defendants were and remain outside the jurisdiction of 
the United States. 


2 Testimony of William von Raab, Senate Foreign Relations Committee, August 1, 1991, tran- 
script at 81-82 (morning session). 

3 ’‘Subcommittee Stan Report Regarding Federal Law Enforcement’s Handling of Allegations 
Involving the Bank of Credit and Commerce International,” September 5, 1991, at 23 (“ * • * no 
evidence has yet been uncovered that would indicate that so-called ‘influence peddling’ affected 
the outcome in Tampa”). 
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Equally important, BCCI was not an ordinary bank. It was set up deliberately to 
avoid centralized regulatory review, and operated extensively in bank secrecy juris- 
dictions. Its affairs are extraordinarily complex. Its officers were sophisticated inter- 
national bankers whose apparent objective was to keep their affairs secret, to 
commit fraud on a massive scale, and to avoid detection. 

2. The Timing of Allegations of Criminal Activity . The allegations of criminal ac- 
tivity by BCCI and its officers may be grouped into three sets of charges: money 
laundering of narcotics proceeds and other illegal activities; regulatory violations in- 
volving the secret ownership and control of American banks; and a worldwide bank 
fraud on depositors and creditors, in the nature of a “Ponzi”-type scheme. 

a. Money Laundering. Virtually all of the information coming into the Justice De- 
partment regarding BCCI prior to 1991, with only a few exceptions, concerned some 
form of money laundering — the offense for which the bank was prosecuted in 
Tampa. The case in Tampa was an enormous undertaking, and may be fairly said to 
be one of the largest money laundering prosecutions in U.S. history. Furthermore, 
the Department of Justice outside of Tampa did not simply ignore other information 
it received regarding BCCTs money laundering activities; when evidence existed, 
cases were prosecuted. 

b. Secret Ownership of Banks. The statements on the Tampa tapes in 1988, and 
the subsequent information obtained from a confidential informant in 1989, suggest- 
ing that BCCI secretly owned American banks were the first indications of criminal 
activity by BCCI other than money laundering. That information — which was ex- 
tremely limited, and consisted principally of rumors, gossip, and hearsay — was re- 
ferred to the Federal Reserve in December 1988. The Federal Reserve, however, was 
not able to collect enough evidence to satisfy even a civil standard of proof until 
July, 1991, after it had reviewed a copy of the Price Waterhouse report in London in 
December 1990. 

c. The Worldwide Bank Fraud. Evidence regarding the so-called “Ponzi 
Scheme” — the allegation that the entire operation of the bank was a gigantic 
fraud— was not known to anyone in the government until the bank's own auditor, 
Price Waterhouse, uncovered the information in June 1991. In other words, auditors 
working inside the bank, with access to internal foreign bank records and officials 
in foreign jurisdictions, were apparently unable to discover the problem until the 
middle of this year. It is unrealistic to expect that U.S. officials could have reached 
the same result any sooner. 

3. The Roles of Prosecutors and Bank Regulators. What is often overlooked, in the 
effort to fix blame for what happened in this case, is that to a great extent the regu- 
latory process in the United States worked properly. As a foreign bank, BCCI's pres- 
ence here was regulated by the Board of Governors of the Federal Reserve. And the 
Federal Reserve, to its immense credit, did its job. Unlike many of the nations in 
which BCCI did business, the United States did not permit BCCI to take deposits 
from its citizens. Whatever massive fraud may have been perpetrated against de- 
positors overseas, no such fraud occurred in the United States. And whatever mas- 
sive losses depositors may have suffered overseas, no such losses occurred here. 

While BCCI may have acquired secret interests in several federally-insured Amer- 
ican banks, notwithstanding the efforts of the Fed, the exposure of American citi- 
zens to financial losses could have been dramatically higher. The Federal Reserve 
refused time and again to permit BCCI to accept any deposits in the United States. 
What agencies and branches it was permitted to open were allowed only to make 
loans and otherwise to serve the customers of its overseas offices. American deposi- 
tors were thus spared the devastating personal losses caused by the bank in other 
countries around the world. 

The work of the Federal Reserve has been largely overlooked in the rush to criti- 
cize the federal government's performance in the BCCI matter. What is also over- 
looked, however, is that the Department of Justice is not a bank regulatory agency. 
The Department of Justice does not audit or examine banks. It has no power to reg- 
ulate the conduct of banks, or even to close them in the wake of criminal activity. It 
must prove its charges beyond a reasonable doubt, not according to the lower civil 
standard of proof enjoyed by bank regulators. 

With that framework in mind, I want to turn to some of the specific criticisms 
that the Department has not brought timely prosecutions against BCCI or its offi- 
cers. 


ALLEGED FAILURE TO HEED “STRONG LEADS” AND “WARNING SIGNS” 

One of the principal criticisms of the Department of Justice has been that it ig- 
nored so-called “strong leads” and “warning signs” regarding BCCI. As I have 
stated, virtually all of the “leads” and “signs” coming into the Department of Jus- 
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tice prior to 1991 appear to have involved money laundering activity, and the bank 
was prosecuted aggressively for money laundering crimes. 

The chief criticism, however, has been that the Department of Justice failed to 
follow through on evidence that it received, beginning in 1988, that BCCI secretly 
owned American financial institutions. I understand that the testimony of Mr. 
Genzman and his assistants has addressed this point, and so I will be brief. 

To my knowledge, the Department of Justice learned for the first time in 1988, 
through statements made by BCCI officer Amjad Awan to the undercover agent in 
the Tampa case, that BCCI might secretly own American banks. The essence of the 
information received by the Department of Justice regarding the allegations of 
secret ownership was passed on to the Federal Reserve after the October 1988 take- 
down of the undercover case. 

The Department was not telling the Federal Reserve, however, anything which 
the Fed did not already suspect. When, on December 27, 1988, one of the IRS agents 
assigned to Operation C-Chase phoned the Federal Reserve and passed the informa- 
tion along, 4 the Fed noted that the information was uncorroborated, 5 and that it 
was the “kind of allegation that [they] had heard before.” 6 Nevertheless, the Feder- 
al Reserve in Richmond initiated an investigation in January, 1989, but that review 
did not produce any corroborating evidence. 7 8 

According to the Federal Reserve, the key piece of evidence that enabled them to 
establish the connection between BCCI and First American came late in 1990 in the 
form of a tip concerning a previously unknown Price Waterhouse auditor’s report 
dated October 3, 1990.® Before that report's existence was known, the evidence of 
BCCI’s ownership of First American simply was not there — even to satisfy the Fed- 
eral Reserve's lower civil standard of proof, much less the rigorous criminal stand- 
ard. 

It is therefore very questionable, to say the least, whether a greater exchange of 
information between law enforcement and bank regulators would have made any 
material difference. While it is easy to claim, in hindsight, that evidence sufficient 
to support a criminal conviction could have developed long ago, that is sheer specu- 
lation, not a valid criticism. 

ALLEGED LACK OF COORDINATION 

A further criticism of the Department of Justice has been that it failed to coordi- 
nate properly with other federal agencies in the pursuit of BCCI's criminal activi- 
ties. In evaluating the accuracy of that criticism, some important points must be 
borne in mind. 

First, the Department of Justice cannot freely exchange information with other 
federal agencies. For example, the Department cannot reveal the existence of evi- 
dence obtained in undercover investigations until the investigation is completed and 
arrests have been made. It is prohibited by law from revealing grand jury informa- 
tion. And it cannot reveal confidential law enforcement information to other agen- 
cies other than for criminal law enforcement purposes. 

Second, other agencies have restrictions on the exchange of information which 
prevent the free flow of information. For example, there are strict restrictions on 
the dissemination of classified information. Disclosure of tax information is gov- 
erned by an elaborate set of statutory restrictions. The Privacy Act prohibits disclo- 
sure of certain types of information. Even a seemingly simple exchange of informa- 
tion, such as the sharing of computerized law enforcement information, may raise 
profound privacy concerns. 

Third, federal law enforcement functions are deliberately spread among a variety 
of different agencies. The Department of Justice itself vests substantial law enforce- 
ment authority in the 93 U.S. Attorneys in districts around the country. That decen- 
tralization of law enforcement provides great benefits in terms of efficiency and re- 
sponse to local needs, but also may create coordination problems in the initial stages 
of a large investigation. 


4 Testimony of Virgil Mattingly, Senate Banking Committee, May 23, 1991, at 125; Testimony 
of Virgil Mattingly, Senate Foreign Relations Committee, August 1, 1991, at 56 (afternoon ses- 
sion). 

8 Testimony of William Taylor, Senate Foreign Relations Committee, August 1, 1991, at 56 
(afternoon session). 

6 Mattingly testimony (5/23/91) at 125. 

7 Mattingly testimony (5/23/91) at 126; Mattingly testimony (8/1/91) at 56 (afternoon session). 

8 Mattingly testimony (5/23/91) at 123 (‘That's when all of this thing came together.”); id at 
130; Mattingly testimony (8/1/91) at 35 (afternoon session); Testimony of Robert Morgenthau, 
Senate Banking Committee, May 23, 1991, at 176. 
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The Department of Justice clearly recognizes the need to ensure adequate inter- 
agency coordination and communication. The establishment of the Interagency 
Bank Fraud Enforcement Working Group in Washington, DC, was an important 
step forward in improving the government’s response to financial institution crime, 
as was the recent establishment of the Financial Crimes Enforcement Network 
(FinCEN). 

An examination of the Department’s response to matters such as BCCI must, how- 
ever, be tempered by practical considerations. It is unrealistic to expect that a crimi- 
nal matter of this magnitude can occur, over the course of a decade and in 70 differ- 
ent countries, and later be investigated and prosecuted by law enforcement officials 
acting in perfect synchronization from the very beginning. 

ALLEGED “DELAYS” IN BRINGING INDICTMENTS 

The Department has also been criticized for its purported delays in bringing in- 
dictments against BCCI and its officers. Those criticisms have been strongest in 
recent weeks, in the wake of various congressional hearings and media reports of 
misconduct by BCCI and its employees. 

The claim that we have not brought indictments quickly enough is simply untrue. 
The Department has now brought three msqor indictments of BCCI, beginning with 
the first Tampa indictment in 1988, and continuing up to last week. Each of those 
indictments was brought when the evidence had been developed sufficiently to sup- 
port the charges, and not earlier. 

I want to emphasize again that BCCI was deliberately structured to evade regula- 
tory review throughout the world. Even Price Waterhouse, the bank’s own audi- 
tors — working inside the bank, with access to records and witnesses worldwide — ap- 
parently could not uncover the fraudulent nature of the bank’s affairs until mid- 
1991. 

I also want to emphasize that this investigation involves, to an unusual degree, 
matters occurring outside the United States. Most of the defendants, witnesses, and 
documents in this case are located overseas, frequently in bank secrecy jurisdictions 
(such as the Cayman Islands) or countries with which we do not have an extradition 
treaty (such as Abu Dhabi). It is extremely time-consuming, and sometimes very dif- 
ficult, to piece together such a case. 

The Department fully expects to bring additional indictments over the ensuing 
months. However, international and multijurisdictional investigations such as this, 
involving complex financial transactions occurring around the world, are extraordi- 
narily complex and time-consuming. The Department cannot and will not indict on 
rumor, speculation, or hearsay. We require legally admissible evidence sufficient to 
establish guilt beyond a reasonable doubt. We will not indict simply to obtain favor- 
able press coverage, or in response to political pressure. 

CIA REPORTS 

Let me now turn briefly to the issue of the CIA’s involvement regarding BCCI. 
First, much has been made of the fact that the CIA apparently produced and circu- 
lated reports relating to BCCI in the 1980’s. For example, Mr. Von Raab has testi- 
fied that in 1988 he was given a 1986 CIA report describing the “questionable” and 
“criminal” activities of the bank. 9 Regrettably, the Justice Department was not on 
the CIA’s dissemination list for BCCI reports until 1990, and therefore the Depart- 
ment never received this 1986 report at the time it was disseminated. 10 

In any event, Mr. William Taylor of the Federal Reserve has testified that the 
1986 report contained undocumented evidence that could not be followed up, 11 and 
Mr. Von Raab himself told the Senate that the report he saw '‘didn’t prove to be 
particularly useful * * * as an investigative tool.” 12 Furthermore, almost all of the 
information reported by the CIA, like all of the other information regarding BCCI’s 
criminal activities that we were receiving at that time, concerned money launder- 
ing, which is exactly what the Department of Justice was already investigating. 


9 See Testimony of William Von Raab, Senate Foreign Relations Committee, August 1, 1991, 
transcript at 71 (morning session). 

10 Although the FBI and DEA, both of which are Department of Justice components, received 
certain classified reports concerning BCCI earlier, the 1986 report was not disseminated to 
either agency. 

11 Taylor testimony (8/1/91) at 73 (afternoon session) (“the information in the CIA report is 
more or less speculative in the sense that it's not documented with any evidence that you could 
follow up on * * * ”) 

12 Von Raab testimony (8/1/91) at 71 (morning session). 
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Second, there have been a number of irresponsible allegations that the CIA some- 
how blocked or delayed the prosecution of BCCI by interfering with the investiga- 
tions of the Department of Justice. Those claims are absolutely without foundation. 
At no time, to my knowledge, has anyone from the CIA, or any other agency, at- 
tempted to obstruct or interfere with the Department of Justice’s investigation and 
prosecution of BCCI. 


NEW YORK INDICTMENT 

I want to turn now to the allegation that the Department of Justice has failed to 
cooperate with the investigation of BCCI by Manhattan District Attorney Robert 
Morgenthau. 

The claim that the Justice Department has not cooperated with Mr. Morgenthau 
is unwarranted. The Department has provided substantial assistance to his office 
since the July 1990 convictions in Tampa, and continues to do so today. 

Prosecutors from Mr. Morgenthau’s office were provided long ago with unlimited 
access to all exhibits and the hundreds of tapes made during Operation C-Chase; 
access to indices to all exhibits and tapes; copies of approximately 1,000 pages of 
information, including affidavits; copies of all tapes and transcripts, as requested; 
unlimited access to all agents who worked on the Tampa case; access to witnesses; 
and detailed financial flow-charts. 13 

That cooperation continues today. For example, the U.S. Embassy in Abu Dhabi, 
at the request of the Criminal Division’s Office of International Affairs (“OLA”) has 
presented a request to the government for the expulsion of Swaleh Naqvi to stand 
trial in Mr. Morgenthau’s case. 14 OIA is also working with Mr. Morgenthau’s office 
to prepare an extradition request to Pakistan for Agha Hasan Abedi. Just last week 
members of the BCCI task force and Mr. Morgenthau’s office conducted a joint 
interview of an important BCCI witness. 

The Department is in touch with Mr. Morgenthau’s office on a continuing basis. I 
have personally directed that all attorneys involved in the BCCI investigation coop- 
erate with Mr. Morgenthau’s office to every reasonable extent the law allows. I 
have also told Mr. Morgenthau on several occasions that he should report any prob- 
lems to me directly. Any claim that the Department of Justice has interfered with, 
or failed to cooperate with, Mr. Morgenthau’s office is simply wrong. 

MONEY LAUNDERING FORFEITURES 

Next, I want to address one of the findings of the Schumer Report concerning 
BCCI’s guilty plea in the Tampa case. As the Schumer Report found, the guilty plea 
was prompted not by any outside influence from Washington, but by the legal situa- 
tion created by the trial judge’s order precluding use of the drug statutes to forfeit 
from BCCI any of the money it had laundered. Under the court’s order, the govern- 
ment faced the prospect, if it had taken the bank to trial, of having to give back to 
BCCI the $14 million that had been obtained from it in 1988. 

When the Department of Justice first proposed what became the Money Launder- 
ing Control Act in 1985, we included a provision that would have made “any money 
or other property involved in [the] offense’’ subject to forfeiture. 15 But this provision 
was eliminated. The Senate Report, issued on September 6, 1986, says that the pur- 
pose of the change was to limit forfeiture to “the commissions earned by the money 
launderer” and to preclude forfeiture of the other money involved in the offense. 16 

The absence of this provision is what prevented the government from going to 
trial against BCCI and obtaining the $15 million — or any other property BCCI had 
used to commit the money laundering offenses — through forfeiture. When Congress 
limited money laundering forfeitures to the “commission” earned by the launderer, 
it limited BCCI’s forfeiture exposure in this case to approximately $250,000, which is 
the sum total of the commissions the bank received. 17 If we had gone to trial and 
convicted BCCI, that is all the forfeiture we would have gotten, $250,000. 


13 See Letter from Genzman to Morgenthau dated March 8, 1991, and attached documents. 

14 The United States does not have an extradition treaty with Abu Dhabi. 

15 See S.1335 in the 99th Congress. 

16 S. Rep. 99-433, 99th Cong., 2d Sess. (1986), at 8-9. 

17 The assertion of William Von Raab that $15 million “was actually less than the bank had 
made from its money laundering activities" is simply false. See Von Raab testimony (8/1/91) at 
68 (morning session). The assertion of Mr. Jack Blum is similarly false. Id. at 69 (morning ses- 
sion). 
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The Justice Department came back to Congress in 1988 and got the law changed, 
so that today laundered money is subject to forfeiture. Because, however, changes in 
the criminal law do not apply retroactively, we could not make use of that provision 
in 1990 when the trial was to take place. 

CURRENT INVESTIGATIONS 

The Department is aggressively pursuing all allegations of wrongdoing by BCCI 
and its employees. It is conducting investigations through a Washington-based task 
force and U.S. Attorney’s offices in Tampa, Miami, and Atlanta, with related inves- 
tigations and proceedings in three other cities. At present, 37 federal prosecutors, 
supported by dozens of agents and supervisory and support personnel, are conduct- 
ing or supporting investigations nationwide. Two major indictments are pending, 
and others will likely follow. 

Enormous investigative undertakings such as this require a balancing of the need 
to coordinate efforts and the need to minimize bureaucratic inefficiency. Multiple, 
overlapping witness interviews, grand jury subpoenas, and document demands from 
prosecutors around the country could prove disastrous, particularly in foreign coun- 
tries where officials do not appreciate the decentralized nature of our law enforce- 
ment system. Accordingly, certain types of investigative work have to be coordinat- 
ed closely. On the other hand, prosecutors and investigators must be given sufficient 
latitude to expend their energies productively. The task force approach, with select- 
ed independent but coordinated U.S. Attorney investigations, has been chosen to 
achieve that difficult balance. 

The Washington task force alone has interviewed dozens of witnesses and re- 
viewed tens of thousands of pages of records. It is interviewing witnesses and secur- 
ing evidence in locations such as Britain, France, Abu Dhabi, Pakistan, Egypt, the 
Cayman Islands, the Channel Islands, Argentina, Peru, and other countries. It is re- 
viewing proposed charges involving a wide variety of apparent criminal violations. 

The Department’s prosecutors are conducting a Herculean effort at high speed 
and under extremely difficult circumstances. The fact that the Department of Jus- 
tice is aggressively pursuing its investigation does not mean, however, that it will 
return indictments regardless of the state of the evidence. As I have said repeatedly, 
the Department will not return an indictment simply to get favorable press cover- 
age or to quiet its critics. 


CONCLUSION 

In conclusion, Mr. Chairman, I want to reiterate that the Department of Justice 
has been working on the BCCI matter since 1987; we have obtained significant con- 
victions already; we have two major indictments pending; and we are devoting the 
resources necessary to ensure that if there is additional wrongdoing yet to be uncov- 
ered, it will be pursued professionally, relentlessly, and impartially wherever it may 
lead. 

Senator Kerry. Thank you very much, Mr. Mueller. I appreciate 
it. I must confess I am a little uncertain as to where to begin for a 
couple of reasons. 

First of all, it is late. We have been here all day and it is a long 
number of hours. But second, there is a strange road that has been 
pursued since 1987. I mean, your last comment was, we have been 
investigating this since 1987. And technically, that is accurate. 

Mr. Mueller. I disagree with the word technically. I think it is 
accurate. 

Senator Kerry. Well, in 1987, you had Bob Mazur and the Cus- 
toms folks who were fundamentally investigating it. You really 
only have an assistant U.S. attorney who, as they have all testified, 
is doing the trial preparations, trial counseling, and so forth. 

He is not investigating. He is sort of guiding that or whatever, 
but the investigation was a Customs investigation. The bank was 
chosen haphazardly, coincidentally, however you want to call it. I 
mean, he just happened to pick this bank. He was talking to other 
banks. This bank proved fruitful. Boom, lo and behold, he is in the 
bank, and for 1988 and 1989, that is what it is. 
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There was not a full-time assistant U.S. attorney until 4 months 
before the takedown. And even then, you had this individual 
saying we did not have enough resources. They were not able to get 
the tapes down. They were not able to get transcriptions. They 
were not able to look at documents and so forth. 

In fact, there is an acknowledged timeout, as they called out, as 
of the takedown itself, the series of first arrests. Then you have a 
plea agreement. The bank pleads out and to everybody’s best sort 
of sense of things, there is silence on the BCCI front. 

I mean that is the perception, Bob, and I am just giving you 
what — and that comes to us and other people because a lot of re- 
porters were talking to sources, we were talking to sources and the 
sources all said nothing is really happening. 

Then you get into 1989. I think I am correct. January 1990, you 
have a plea. And at that time in time, there began to be sort of a 
public hue and cry. But there was enough dissension about the plea 
that a number of my colleagues joined in writing a letter to the 
judge admonishing against moving in that direction and there was 
a certain amount of critical energy about what was happening. 

Then a series of articles appear which begin to doubt whether 
anybody is taking this seriously. And then there is sort of a resur- 
gence of activity. But it was not until after the Wall Street Jour- 
nal, the Washington Post and the New York Times had begun to 
front-page Bob Morgenthau’s efforts that all of a sudden there was 
a flurry of newly assigned personnel, new activities, subpoenas 
issued, and so forth. 

So, that is why I say technically. Because the perception really is 
that there is a gap between 1990 and the latter part of 1991. 

Mr. Mueller. Senator, I have a difficulty dealing with percep- 
tions, perceptions from the outside. In particular, because as you 
well know as a prosecutor, you cannot disclose what you have been 
doing and when you have been doing it. Several of your assump- 
tions, I think, are erroneous. 

And that is that it was not until July of this year, as a result of 
newspaper articles and the like, that additional resources were put 
in, that additional investigations were open. That’s just simply in- 
correct. The information relating to the takeover or the purchase 
of interests in American banks was passed on to the Federal Re- 
serve early on, as was testified to previously. 

Federal Reserve tried to obtain information and evidence of that 
and was not able to until the Price Waterhouse report disclosed 
that which was in records, not in the United States, but in records 
in London, Abu Dhabi, and elsewhere. 

When the referrals were made to the U.S. attorney’s offices as a 
result of the Federal Reserve’s investigation, based on the Price 
Waterhouse report, we immediately began assigning assistant U.S. 
attorneys to conduct those investigations. 

Senator Kerry. Right. That was in 1991, right? 

Mr. Mueller. That’s correct. 

Senator Kerry. But we were working very closely with the Fed- 
eral Reserve too. We were constantly talking to the Federal Re- 
serve investigators. And I say to you that there was a constant sort 
of perplexion at the fact that most of the energy seemed to be 
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reality, not a perception. 

Mr. Mueller. Let me deal with that perception if I might. You 
have indicated 

Senator Kerry. We are into reality now. We are going to switch 
from perception. 

Mr. Mueller. Well, let me deal with your perception with reali- 
ty. And that is that you indicated before that Bob Morgenthau ran 
with the ball and Idee Greg Kehoe will say, any prosecutor that 
make a case, God bless him, and Bob Morgenthau made a case. 

But the case of Bob Morgenthau is not the case that I think you 
were intimating before. And that is, BCCI’s acquisition of control 
over either independents, First American Bank, National Bank of 
Georgia, or CenTrust. He has not brought any case based on those 
allegations. The only Federal or the only Government entity that 
has, has been the Federal Government, the Justice Department. 

Senator Kerry. His jurisdiction is not as broad as yours. 

Mr. Mueller. No, but what I’m saying is that while Bob Morgen- 
thau made a case, it was the case based on the Price Waterhouse 
report and to his credit, he got the Price Waterhouse reports as a 
result of two of his prosecutors being in Europe at the end of 1990. 

Senator Kerry. Let me ask you this question, then. Why do you 
think that Jack Blum, whom I first directed to say, turn everything 
over to the Feds, got frustrated enough that on his own he decided 
that he ought to go up to New York? 

Mr. Mueller. I can’t answer why Jack Blum did what he did. I 
think you heard previously today from the assistants who dealt 
with him their view of the dealings with him. And, as I say and as 
I’ve said before, we, and the direction has gone out from me, that 
we will cooperate and I think have cooperated with any other pros- 
ecutorial body, whether it be Mr. Morgenthau or the Serious Fraud 
Office in London, who has responsibility under their jurisdiction of 
prosecuting cases. And we have done that and we will continue to 
do that. 

But in response to this specific question with regard to why Mr. 
Blum decided to go to the southern, not the southern district, but 
to the Manhattan district attorney’s office, I can’t answer that. 

Senator Kerry. Where was the principal information that came 
out of Tampa processed in terms of the larger aspects of this case? 

Mr. Mueller. I don’t understand what you mean. 

Senator Kerry. Did it go to U.S. Attorney Stephens or did it go 
into main Justice and was farmed out? Who is overseeing the 
broader aspects of the case which I have referred to, the arms deal- 
ing, the international Ponzi scheme, the artificial sales, conceiv- 
ably, of banks and purchases of banks? Where was all of that being 
funneled? Was there one center that was processing that? 

Mr. Mueller. You had certain allegations being made in the 
U.S. attorney’s office in Tampa, if that’s what you are referring to. 
And they were, as you heard previously, the ones that were either 
pursuing that information or passing it on to the Federal Reserve. 

There were as of, I think, the beginning of this year, a number of 
investigations that were being undertaken in various U.S. attor- 
neys’ offices. And it is a function of the way we do business, that 
the independent, relatively independent, but the various U.S. attor- 
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neys’ offices, conduct the investigations to the point where they 
come in conflict with investigations in other districts or in certain 
classes of cases where there’s a necessity to go to the Department 
of Justice. 

And so, to the extent that the independent investigations could 
and were being pursued by the various U.S. attorneys’ offices, they 
were being pursued by the various U.S. attorneys’ offices with con- 
tacts with the Department of Justice where appropriate. 

There came a point in time where the referrals build up from 
the Fed and it began apparent that there would be conflicts be- 
tween the districts and it became apparent that a higher degree of 
coordination would be necessitated. And at that point 

Senator Kerry. What was that point? 

Mr. Mueller. Approximately June or July of this year. 

Senator Kerry. Why would that not have been self-evident back 
in 1988 and 1989 when you had evidence of First American being 
owned, National Bank of Georgia being bought, New York money 
transactions taking place, Bob Morgenthau investigating, Washing- 
ton-based bank with Virginia, Maryland, Georgia, Florida, all in- 
volved? Why would it not have immediately been sucked into main 
Justice and made a primary focus — particularly given the interna- 
tional aspects? 

I know an individual U.S. attorney can deal with the Bank of 
England. 

Mr. Mueller. I think you hear the testimony of the witness 
today, from the U.S. Tampa U.S. attorney’s office. To the extent 
the allegations should be better pursued by, for instance, the Fed- 
eral Reserve, the information was passed on to the Federal Re- 
serve. 

Senator Kerry. So essentially you are saying that it was left to 
the Federal Reserve to make a case which they referred to you and 
you prosecuted this year, or you have now indicted? 

Mr. Mueller. The allegations with regard to First American 
Bank, for instance, related primarily to 

Senator Kerry. Well, not just First American. I mean what Fed 
Reserve has now produced to you as a result of the indictment of 
Ghaith Pharaon, among others? 

Mr. Mueller. I am sorry, the question was? 

Senator Kerry. The Fed Reserve’s referral to you has resulted in 
the indictment of Ghaith Pharaon, among others, has it not? 

Mr. Mueller. That is correct. 

Senator Kerry. And Mr. Naqvi? 

Mr. Mueller. That is correct. 

Senator Kerry. And so forth — so that is not — I mean that could 
be First American, but that is not specifically what they were in- 
dicted for. They were indicted for a series of things, right? 

Mr. Mueller. Well, if you are referring to the indictment that 
was returned last week, it is an indictment of the BCCI entities, 
Mr. Abedi, Mr. Naqvi, and Mr. Pharaon, with regard to the acquisi- 
tion of control of the Independence Bank, not First American 
Bank, as well as the parking violation with regard to Centrust. It 
did not encompass the First American transaction. 
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Senator Kerry. When did the first — speaking of Centrust — when 
did the first knowledge of Centrust being linked to BCCI surface to 
Justice? 

Mr. Mueller. I do not know that off the top of my head, Senator. 

Now are you talking about main Justice, or are you talking 
about a U.S. attorney’s office? 

Senator Kerry. I guess any of them. 

Mr. Mueller. That, I just do not know off the top of my head. 

Senator Kerry. Can you maybe supply that to us, for the record? 

Mr. Mueller. Yes, I can try, I will find that out and supply that 
to you. 

[The information referred to follows:] 

No information was provided by Justice as of January 3, 1992. 

Senator Kerry. And can you shed any light for us, Mr. Mueller, 
on the whole issue of the Saphos letter of how that would have 
come about? It is my understanding that letters also went to Cali- 
fornia and New York. 

Mr. Mueller. That is correct. 

I mean what I can shed is what was explained to you by Mr. 
Kehoe before. There was a letter sent, and 

Senator Kerry. Do you know what would have initiated it? 

Mr. Mueller. I do not know what initiated it, other than that 
the letter that was initially sent was sent for the purpose of assur- 
ing that if the Florida regulator decided to leave the bank open, 
that we had the benefit of a plea bargain, and that we would be 
able to monitor the accounts of narcotics traffickers who would be 
using that bank in the future — but only if the bank remained open. 

Now, that first letter is ambiguous, at best. But it was rectified 
within 3 days. But that was the intent of the first letter. And to the 
extent that it was read to be ambiguous, within actually a day and 
a half afterward, it was rectified. And that is what Mr. Kehoe testi- 
fied to before. 

Senator Kerry. Just a couple of quick questions, and I will turn 
it over to my colleague — as you know, there was a big issue recent- 
ly, and I guess you were dragged into it in you role as head of the 
Criminal Division, to investigate the Ed Rogers situation. 

Mr. Mueller. Yes. 

Senator Kerry. When you went to Abu Dhabi, recently, in con- 
nection with BCCI, did you meet with Mr. Rogers over there? 

Mr. Mueller. I have never met or spoken to Mr. Rogers. 

Senator Kerry. You have never seen him anywhere, ever? 

Mr. Mueller. Never, not to my knowledge. He may have been in 
the crowd, some place, but I have never been introduced to him, 
and I did not know the gentleman. 

Senator Kerry. Did you — it is my understanding that he was in 
Cairo at some meetings there. Have you had any knowledge of 
that? 

Mr. Mueller. I did after the fact when I attempted to ascertain 
what, in fact, did happen. 

Senator Kerry. And I take it that he was there in connection 
with the Adham, Mr. Adham, and some of the negotiations that 
were going on? Is that accurate? 

Mr. Mueller. Well 
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Senator Kerry. Do you know what the circumstances were? Let 
me ask it that way, do you know what they were? 

Mr. Mueller. I do not know the circumstances or the reasons 
why he was there. I do know, as we — as I put into a letter to Con- 
gressman Schumer in response to his, that immediately prior to an 
interview taking place with one of our prosecutors, that prosecutor 
was introduced to Mr. Rogers in a very perfunctory manner. Mr. 
Rogers apparently was in the room prior to the interview being ini- 
tiated; after the introduction Mr. Rogers left and the interview 
went forward. 

The same thing happened 

Senator Kerry. Did that prosecutor know Mr. Rogers? 

Mr. Mueller. No, had never met him before, had never talked to 
him 

Senator Kerry. Had never met him before? 

Mr. Mueller [continuing]. Before, did not know who he was. And 
in fact, the same occurrence happened the following day, where the 
prosecutor went to the hotel room where the interview was to be 
conducted, was introduced to a gentleman, and he had forgotten 
his name. After he came back, he found out, again, that it was Mr. 
Rogers. 

But Mr. Rogers immediately left the room, and the interview 
went forward. And to my knowledge, that is the only contact that 
Mr. Rogers had with any of the prosecutors or individuals assigned 
to the BCCI matter. 

Senator Kerry. How did the Justice Department first make con- 
tact with Mr. Adham in connection with BCCI? 

Mr. Mueller. Through his attorney. 

Senator Kerry. Through his lawyer? 

Mr. Mueller. Through his attorney, Plato Cacheris. 

Senator Kerry. A different lawyer. 

Mr. Mueller. Pardon? 

Senator Kerry. Not Mr. Rogers’, but a different lawyer? 

Mr. Mueller. Plato Cacheris. 

Senator Kerry. OK. 

Mr. Mueller. And all negotiations were with that individual. 
None were with Mr. Rogers. 

Senator Kerry. And nobody — did anybody inform you that he 
might be there or anything? 

Mr. Mueller. Absolutely not. 

Senator Kerry. OK. 

Have you been able to learn, or has it been part of your inquiry 
to understand how Mr. Adham, himself, came to know Mr. Rogers’ 
availability or anything? 

Mr. Mueller. I have no- - 

Senator Kerry. You do not know any of that detail? 

Mr. Mueller. I do not know any of that detail, and I’m not — no, 
we do not know that detail. 

Senator Kerry. Senator Brown. 

Senator Brown. Thank you. 

You mentioned jearlier that the other aspects of the BCCI case 
are under investigation. 

I assume that means that you are reluctant to discuss publicly 
what might come up in the future? 
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Mr. Mueller. I think I am precluded from doing that, Senator. 

Senator Brown. You can appreciate my interest in knowing 
whether or not the coffee-smuggling operation and the disguised — 
and as near as we can tell — illegal takeover, or control of the First 
American is on that list? 

Mr. Mueller. What I can tell you is that an aspect of that was 
indicted, Mr. Bilbeisi was indicted in the southern district of Flori- 
da on income tax charges relating to that matter. And that is a 
matter of public record. But beyond that, I am really precluded 
from going forward, sir. 

Senator Brown. In the interest of accommodating the committee 
you have summarized your testimony. In the draft that we had, 
you had a section that dealt on the CIA report and transfer of in- 
formation. As, I think the Department is aware, Senator Kerry and 
I have offered an amendment that would require the forwarding of 
information that has a significant impact on the safety and sound- 
ness of banking institutions to be forwarded to the Federal Re- 
serve. 

That really came out of the testimony before this committee 
from the CIA. They had a report involving the illegal takeover, or 
the illegal control of First American in 1985. They did not advise 
the Federal Reserve of that report. And they did not even identify 
who made the decision to not advise the Federal Reserve. 

And thus far, they have not taken any disciplinary action 
against the person who made the decision not to identify the Feder- 
al — or notify the Federal Reserve. 

Now that may well change, those latter aspects of it. But in 
drafting this amendment, we had been in touch with the Depart- 
ment to try and get their input. And as near as 1 can tell, the De- 
partment is still opposed to the amendment in spite of the changes 
we have tried to make in it. 

But it would be helpful to us to understand the problem with re- 
quiring Federal agencies to notify the Federal Reserve when they 
have information that significantly affects the safety and sound- 
ness of banks. 

Mr. Mueller. Senator, I must confess that I am not familiar 
with the amendment. If I might know — talk generally about ob- 
taining information from the CIA, NSA, or any — DIA — any of the 
other intelligence agencies — the information that comes from an 
intelligence agency, as I think Mr. Genzman indicated previously, 
tends to be very conclusory. But it may give you leads — even 
though it is conclusory and it’s not something you can put into 
court. 

The problem has always been, and it has been in an area in 
which — in the area in which we have played on this field is gener- 
ally in espionage cases, and most recently in narcotics cases. We 
have a very difficult time dealing with information that comes 
with the intelligence community, because of the discovery require- 
ments under the Federal Rules of Criminal Procedure; and the con- 
cern that if we have in our hands intelligence information that has 
to be made available to defense counsel, we may be in a position at 
some point in the trial of having to dismiss a case or disclose the 
sources and methods of certain information coming from the intel- 
ligence community. 
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Now I — in having dealt with the intelligence community for a 
period of time as an AUSA, I have seen in the last 2 or 3 years, I 
think, a complete change of attitude toward helping law enforce- 
ment, particularly in the narcotics area where Director Webster 
determined that the intelligence community should be more sup- 
portive than it had been in the past, despite the problems that are 
there. 

But anybody who is familiar with the interface between the in- 
telligence community and the criminal justice system, has to un- 
derstand that there are very, very difficult issues that have to be 
resolved before you can move ahead. 

I only speculate that those difficult issues, as to the possible dis- 
closure of sources and methods balanced against the need to pros- 
ecute an individual, might be behind some of the concern about 
your amendment. 

Now let me just finish off by saying that in this particular case, 
there have been assertions that there were a number of CIA re- 
ports that came to the law enforcement authorities, whether it be 
money laundering or bank regulatory offenses. 

To my mind, there were one — or maybe two — although concluso- 
ry, relatively specific items of information did not reach the Justice 
Department. And in fact, the Justice Department, I do not think, 
was on the list for disclosure or for circulation of CIA reports until, 
let’s say, 1990. 

The only other comment I would have with regard to these sup- 
posed voluminous, numerous reports, is that not only were they 
conclusory, but they tended to be reports that would summarize ac- 
tions that we had taken, or information already known to us in the 
money laundering area. 

And it not only would they have been not very helpful, it would 
have been duplicative. And in some cases, they reported on that 
which we had done — in other words, the response to the fact that 
we had indicted BCCI in money laundering, and the affect that 
that would have on the operations, whether it be in Latin America 
or somewhere else. 

So I want to put in perspective exactly what we have obtained 
from the CIA, and make the point that what we have received 
could not have been the basis for any conceivable prosecution. At 
the most, had we received in 1985 the conclusory statement about 
the ownership, it might have been a lead, but it would have been 
yet another rumor that was already in the hands of the Federal 
Reserve — even as early as 1985. 

Senator Brown. Well, I appreciate the comments you have made, 
and I think they are helpful. 

Two observations, at least in my mind — it strikes me that while 
you, of necessity, focus on what you can use in court, and what will 
cause you potential disclosure problems in those proceedings. For 
the Federal Reserve, it strikes me, there is some value in being no- 
tified that an illegal takeover has taken place or in the process of 
taking over. And in their standard of evidence, the purpose may be 
accomplished simply by getting them to initiate an investigation, 
which is different than the constraints you are under. 

But the second point I wanted to make, and hoped that you 
might consider — my belief is that good legislation, if it is drawn up 
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by legislators and imposed on administrators, is often not very 
good. It is not because people's intentions are not very good. I 
think, at least in this case the intentions are correct. 

But good legislation is one that reflects all the facts, and an un- 
derstanding of the facts. To have an agency say look, we do not 
care whether you are willing to take care of all the cases and prob- 
lems we bring up to you or not, we are going to oppose it— is not 
the way to help bring about good legislation. 

Mr. Mueller. I hope that hasn’t been the response of the De- 
partment. If it is 

Senator Brown. It has been exactly the response of the Depart- 
ment. 

Mr. Mueller. I will assure you, Senator, that we will go back 
and give that thorough scrutiny, and be glad to discuss that with 
you or your staff, to determine the grounds which we— on which 
we based our opposition — I assume from what you said that we 
did — and see if we cannot work around that, and come up with a 
piece of legislation that helps all of us in the future — but particu- 
larly us. I mean we want the information. The prosecutors want 
the information from the CIA. They want the information wherev- 
er they can get it. 

And it can only be helpful. And as I said, I think there has been 
somewhat of an about-face in the last 2 years, in the intelligence 
community, and the willingness of the intelligence community to 
help the law enforcement community. 

So I would be more — I would offer our assistance in drafting ef- 
fective legislation. And I apologize to the extent that you or your 
staff met a stone wall. 

Senator Brown. You know, I do not say it for that reason. I 
guess these proceedings sometimes take on an adversarial context. 
But at least in my experience, good legislation is not necessarily 
the product of that adversarial context. It does not mean that ev- 
erybody is always going to agree. But even those of us with a limit- 
ed ability, sometimes can draft pretty good legislation if we have 
all the assistance we need. 

Mr. Mueller. That’s a line I have heard by defense counsel a 
number of times in court. And I always watch out when somebody 
says even those of us with limited ability. 

We would be very happy to work with you, Senator. I think we 
have worked with both this committee, and with both the chair- 
man, and hopefully with yourself in structuring legislation that 
would be helpful to us. 

Senator Brown. Thank you. 

Senator Kerry. Thank you, Senator Brown. 

Mr. Mueller, just a few quick questions, and we will wrap up 
here. 

But would you, looking back at this now, recognizing what has 
happened with New York, the contentiousness, and looking at the 
number of people you now have assigned to this, and the number 
of areas of inquiry that exist, and the size of the scandal, had you 
been there— and I acknowledge you were not the ones calling the 
shots, you were not there on this— but would you have done any- 
thing differently in this effort? 
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Mr. Mueller. Well, with the advantage of hindsight, I think any- 
body would say gees, perhaps we should have had more resources 
helping out Mark Jackowski — but I would venture to say, as I say 
that, in the same sentence, that those resources probably would 
have been put on the first priority. And that was transcribing the 
1,000 hours of tape. And I — ultimately it got done. 

I can also tell you, Senator, that I am sure there are 50 cases out 
there just like BCCI, that next summer, or whenever, are going to 
come out, and we are going to have and look back, and say gees, I 
wish we had put additional resources on it. 

I would, I think, strongly disagree with you, however, in your as- 
sertion that had you had a grand jury — and you indicate that our 
prosecutors have huge egos — but I would disagree with you that 
even though you have spent time in a prosecutor’s office, that had 
you had a grand jury, that you would have broken this case back in 
1988 or 1989. 

And I say that for the following reasons: The documents that 
have led to the prosecutions — apart from the money laundering — 
had been put together by the Price Waterhouse people. And they 
have given both Bob Morgenthau, and our office, and the U.S. at- 
torney’s offices the ability to proceed, where before-hand we did not 
have that ability. And you look at the witnesses that had come to 
you before, someone like, I think, Amjad A wan had come, and I 
think spoken to your committee, or at least to your investigators, 
and lied, prior to the takedown. 

It — you need the documents and you need the witnesses. And 
without both, you are not going to make a case. So even if you had 
a grand jury back in 1988 or 1989, I am fairly convinced in my 
mind, until we had the conclusions of the Price Waterhouse report, 
based on records overseas, that nobody would have been able to 
proceed either with criminal charges or even with civil charges. 

I think quite clearly from the testimony of the Fed, they wanted 
to pursue it, they did what they could to pursue these same 
charges, with expertise beyond what we have in the U.S. attorney’s 
offices or even in main Justice, and were thwarted in that, because 
they did not have access to the records. 

And 1 venture to say that Bob Morgenthau — I am sure you have 
had conversations, and the staff has had conversations with him — 
will have said that the key to unlocking it was putting together the 
documents, and the summary of the documents that you found in 
the Price Waterhouse report, together with witnesses’ testimony. 

And going back to what happened in Tampa, I tend to think that 
when Greg Kehoe sits here and says my strategy was to go after 
the individuals and make them talk, that’s a strategy that I would 
have chosen back then. Because that is a strategy, as a prosecutor, 
that I have used. And I think it is probably the strategy that you 
used in Middlesex County as a prosecutor to bring a big case. And I 
would have done exactly the same thing. I would have put all the 
pressure 1 could on those individuals to cooperate, so that I knew 
that I had individuals who were going to tell the truth under the 
threat of doing more time in jail, and make certain that the case 
that I made was a case that would stand up under scrutiny when it 
went to court. 
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The other thing I would need, in addition to the witnesses, are 
the documents. And as 1 say, the first inclination we had was the 
Price Waterhouse report. That doesn’t give us, and you can’t walk 
into court with the Price Waterhouse report. You still have to get 
the underlying documents. 

But we have the conclusions and the summaries of a review of 
the documents that gave us the ability to say hey, look, that which 
had been suspected, perhaps as early as 1980, really occurred. 

Senator Kerry. The reason I stand by my assertion is we issue 
the rate subpoenas. And we would have gotten the documents. But 
we did not have the ability to back up our subpoenas, which is one 
of the tougher parts of Congress. To back up a subpoena, you have 
to go to the floor of the U.S. Senate. And in 1988, there was no 
mood here, whatsoever, to back it up — which is one of the reasons, 
incidentally, Jack Blum began to express frustration. And a lot of 
us did. And people got a sense of institutional barriers, if you will. 

And the joy — well, not the joy, that is the wrong word — but the 
facility of a grand jury is such, as you well know better than any- 
body, that the capacity to compel, and the capacity to bring those 
witnesses through in a matter of days or weeks, and to compile the 
documents is an extraordinary investigative tool, used to great 
avail by a lot of people. 

That is one of the things that never surfaced here in the early 
days of this effort. And that was one of the reasons. But beyond 
that, would you have done anything differently? I mean the re- 
source issue is key. 

Mr. Mueller. Well, I think looking at it from my own involve- 
ment, there are probably two things that I would have done differ- 
ently. One is I would have, I think, pursued sitting down with Bob 
Morgenthau earlier. We made overtures, and we missed each other 
on a couple of occasions. But I think that would have been helpful. 
Because I think there has been some miscommunication as to what 
is wanted and what has been provided. 

And I befault myself for not having pursued that, and sat down 
with him one-on-one. We set up meetings, we had our prosecutors 
talking with each others. But that does not substitute for sitting 
down one-on-one with a person. That is one thing, and that is going 
to occur, since the issue has been raised again. 

The second thing that I look back on, and that is the way our 
system works in the Federal Government. And that is, with U.S. 
attorneys offices handling particular charges, along with agents in 
that district. And I think that is, by far, the appropriate system, 
and the best way to go. 

And to the extent that there are not — there are no conflicts be- 
tween districts, then it really is debilitating for Justice to step in, 
and to try to coordinate. And the decision was made by me, basical- 
ly, at the outset, to let the investigations run independently. Be- 
cause I felt that they would be more effectively run independently, 
and that we could coordinate at the Justice Department level well 
enough to assure that all of the allegations were being pursued, 
were pursued, and coordinated sufficiently so that the cases were 
brought expeditiously. 

Because when you pull something in, and you control from main 
Justice, there is a downside. You have all of the assistants who 
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were in the particular district. You have the agents who are famil- 
iar with the charges. They have their own grand juries. They are 
in midstream. And to the extent that you try to pull it out, you 
undercut the thrust of the investigation. 

But there comes a point in time where there are four or five U.S. 
attorneys office, all of which wish to have their assistants and their 
agents sitting at an interview of one person. And you have to do a 
different degree of coordination. 'And as we have gone down this 
path, I think we have enhanced the coordination to respond to the 
necessities of having just two or three people conducting an impor- 
tant interview. 

And those problems of coordination are exacerbated when it’s 
not just the U.S. attorney’s offices that are conducting their inde- 
pendent investigations, but you have other prosecutorial offices in 
the United States and overseas who either have the witnesses, or 
want access to those witnesses. And you have to structure the in- 
vestigations in such a way so that you maximize your ability to 
conduct an investigation in a thorough and expeditious manner. 

And if you asked me, I would probably say that we probably 
should have enhanced the coordination from main Justice earlier 
than we did. Because we’re ending up with a number of people in 
interviews, and interviews were getting delayed because somebody 
wanted to be there. Those things happen. 

Senator Kerry. Well, I think that is a very fair assessment and I 
appreciate it. 

I mean I think it is sort of naturally a human fact that if you 
have 100 leads out there, and you only have a few people, it is 
almost inevitable that people can draw a conclusion when 75 of 
those people do not get reached, that something is not happening. 
And it is not purposeful, it could well be inadvertent or unwill- 
ingly. But that is what people are going to feel is a consequence of 
it. 

I do not believe there was a willful inadvertence here. I think it 
happened, which is one of my frustrations. 

Is there not, therefore, in all of this, a lesson also about, perhaps 
even something more macro, which is turf and coordination? Do we 
need to think up here in the Congress about a different line of com- 
munication for the overall law enforcement coordination? Now you 
have the IRS out there, under Treasury; you have Customs under 
Treasury; you have the FBI, and you have the DEA; you have 
your — I mean do we need to rethink this? 

Mr. Mueller. I think we all continuously need to address the 
problem. 

I know when I first started as a prosecutor, and I saw the various 
jurisdictions, and I also had some, on occasion, deal with the Royal 
Canadian Mounted Police, who were all under one umbrella. And 
my initial reaction was, as a prosecutor, wouldn’t it be helpful if 
we had one, national, law enforcement agency? 

Over a period of time, though, I think in this country, there is a 
natural and perhaps deserved desire not to have a national police 
agency. And in the same way that we have checks and balances be- 
tween the three branches of Government, to a certain extent there 
are checks and balances between the agencies. 
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That does not mean, however, that there are not areas in which 
there should be better coordination, less turf battles, in areas 
where there could be consolidation of agencies or responsibilities. 

But it is something that, I think, probably requires continuous 
discussion with an understanding that there are a number of 
people, particularly up here, who would have some substantial 
aversion to one, national police agency. 

Senator Kerry. I would share that. I think it is true. I think it is 
more a question of how to deal with the coordination issue. It is 
something to think about in the long-run. 

What about the international money laundering? It seems to me 
that the testimony of Mr. Mazur confirms what many of us have 
been saying, and what we fear, which is that this is, you know, so 
huge, and so instantaneous, and so subject to subterfuge and clan- 
destine operations, et cetera, that in this modern world of ours 
with international marketplace, and instant transfers of huge sums 
of money, is this just out of our ability to be able to track, or is 
there a supercomputer capacity and tracking capacity that simply 
has not been implemented, and some software that would help us 
to — I know the Fin-cen is in the making and so forth. But is that 
adequate? Or is there something more that we have to think of re- 
source? 

Mr. Mueller. I think Fin-cen is very good in handling certain 
types of investigations, and to providing the analytical support. 

As to the wire system, we are undergoing a review of that, along 
with Treasury, to determine whether there is some mechanism, 
some way that we can do a better job of tracking it. And I am still 
somewhat ignorant of all the ins and outs of the wire transfer 
system. And I am in the process of trying to educate myself more 
than I perhaps have been in the past. 

I know people in our money laundering office have been up to 
New York with the perspective, or with the goal of trying to come 
up with additional ways to monitor wire transfers, for instance, 
and to see if we cannot come up with some better ability to track 
and initiate investigations into money laundering. 

But it is a very difficult issue, as I am led to believe. But we are 
trying to make advances in that area. 

Senator Kerry. I have just been passed a note that informs me 
that the bank bill just passed the Senate by a voice vote. That hap- 
pens to have title 9 on it, which is the anti-money laundering pro- 
visions that I authored — but also, the bank charter revocation pro- 
visions, which we hope will be a new tool to enable you folks to 
rattle the cage of some of these banks that do not want to help 
comply and work as part of the solution to it. 

And I hope it will be a useful tool, I really do. 

Mr. Mueller. We all like to rattle the cage. 

Senator Kerry. If it is the right one. 

Mr. Mueller, I think this has been a long day. And I am pre- 
pared to call an end to it. 

We now have a new attorney general; you have a new boss. Yes- 
terday, I think it was yesterday, it might have been the day 
before — no, it was yesterday — we completed a process of looking at 
some documents that we had been trying to get from the Justice 
Department. 
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I appreciate your role in helping to make those documents avail- 
able to me, and to the committee. Frankly, it kind of confirmed to 
me a sense that there really does not have to be the kind of conten- 
tiousness that has existed. That, you know, I saw the document, 
and it seemed pretty straightforward and simple. And I can assure 
you that you are not going to see them in public — we do not have 
them, nor even any recitations of them, and there have not been 
any today. 

But it seems to me 

Mr. Mueller. I am sorry. 

Senator Kerry. I am just going to say that I think it is important 
to try to make that the rule, rather than the exception, and to try 
to have a communicative process here that meets your needs, but 
at the same time, meets the congressional oversight needs. And 
there really is a complication in this notion of, quote “executive 
privilege.” We are not the first people to raise it. It has been a 
time-honored bone of contention between Congress and the Execu- 
tive — sometimes for better reasons than for others. 

But it is my hope that under Attorney General Barr’s leadership, 
and under yours, that as the committee tries to just wind this proc- 
ess up, we can work through the rest of those documents as readily 
and easily as I thought we did yesterday, with as little fuss. 

And I hope that will be possible. 

Mr. Mueller. You mentioned about publicizing some of them. I 
understood that Mr. Mazur’s letter was released today. And am I 
wrong 

Senator Kerry. Only partially. 

Mr. Mueller. And I wasn’t certain of the circumstances under 
that. I think we discussed the fact the Treasury, not the Justice De- 
partment, had some concerns about that 

Senator Kerry. Treasury notified us of concerns with respect to 
any individuals who might be compromised by name or by identifi- 
cation, because there were some allegations made in the letter that 
were not rebutted, and that might subject them to embarrassment, 
or — for reasons that were fair. And we made a judgment about 
that. And, in fact, I personally took out any references that re- 
ferred to any individual, or to any of those specific items. 

So that the only part of it that was made public, in my judgment, 
was the gravamen of what Mr. Mazur had said here today, in 
terms of what he found as difficulties in his relationship that 
caused him to depart. And I think that was it. 

Mr. Mueller. Well, I guess we — we had not heard from Treasury 
that that had been agreed upon. But the 

Senator Kerry. Treasury wrote us a letter, wrote me a letter and 
Senator Brown a letter, in which they had laid out their concern. 
And so we, I though, had adequately addressed the concern. And 
that was quite sensible. 

Mr. Mueller. But going back to your initial comments about the 
process we went through yesterday — to the extent that we can — I 
think we would very much, with regard to our documents, be will- 
ing to go through similar processes in the future. And we have 
done it not only with this committee, but with other committees. 

And we would hope that to the extent that we can, we can make 
available to you those documents that you need to have in front of 
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you, as I know you understand, because we have discussed it. And 
Mr. Kehoe has been present when we discussed it, to the extent 
that certain of those documents relate to ongoing investigations, 
confidential informants and the like. Then we have, quite obvious- 
ly, some very real problems. 

But I can assure you that with regard to this particular investi- 
gation, and as far as I am concerned with any investigation that I 
am aware of, we have nothing to hide. 

And part of my concern and frustration is given our responsibil- 
ities as law enforcement officials, we cannot let you see those por- 
tions of document, or have access to grand jury records, that will 
support us when we make certain assertions. 

And it is frustration to have to redact a document because people 
read into that a desire by the Government not to put out there 
that which may be embarrassing. And in my mind, we have noth- 
ing to be embarrassed about in this investigation. And it would be 
our preference to give you access to just about everything that we 
could. But we have to operate as you, I know, understand, under 
certain restrictions. 

So I would hope that we can work this out in the future. That is 
the bottomline. 

Senator Kerry. Let me say to you, simply, about that, Mr. 
Mueller, that for better or worse, there is a trust factor that is as- 
sumed by Senators and Congressmen when they are sworn in. And 
merely by election to the U.S. Senate, one is given what is called 
code clearance which is the highest clearance our Government 
gives. 

And on most matters, any U.S. Senator can walk up to Senate 
407 and read the daily intelligence, read precisely what is happen- 
ing with respect to Libya and Qadhafi, with respect to the Soviet 
Union, with respect to many of our allies and friends, and with re- 
spect to all nominations that come up here. We read FBI reports in 
many cases. We read what are mere allegations. 

And most of them, most of them, never reach the light of day — 
not all of them 

Mr. Mueller. That is the issue, particularly when you have 

Senator Kerry. But that is part of the problem in our Govern- 
ment. It is not appropriate, and there is no constitutional basis for 
any agency making its own determination that the Congress, the 
elected representatives of the people, somehow cannot see some- 
thing. And I understand the assertion, and the principle that it is 
based on. 

But it remains a major bone of contention in terms of how the 
process works. There is no way for us, as the elected representa- 
tives of the people, to make a judgment about whether or not some- 
thing is or is not happening, or has or has not been done, if the 
document supporting it could be kept from us, and nobody can talk 
about it. Because it is, so to speak, an ongoing investigation. 

I can assure you, that there are very few ongoing investigations 
in the country that amount to the level of security issue of most of 
the information that crosses our desks that is classified. 

1 think somewhere there has to be an element of a process of 
some trust. And I thought you reached out yesterday and did a 
good job of, you know, blanking out a specific name, or whatever — 
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but providing for us the capacity to make a judgment that the gist 
of tins was, you know, appropriate. 

And that allows us to deal with conspiracy theories by the press; 
to deal with assertions of arrogance and all the rest of it. And we 
can stand up and say, hey, let me tell you something. These guys 
are doing precisely what they have said. And they are doing a 
damn, good job. And it is better for you to have us standing up and 
saying that, rather than joining in the human cry, or claiming that 
somehow you are wrongly keeping something from us. 

And I bet you, you win 99 out of the 100 times, by virtue of doing 
that — and would simply and facilitate your lives, significantly. 
That is just my feeling. 

Mr. Mueller. 1 can tell you, Senator, to the extent we are able 
to do it, we do it. And what is helpful also to us is to know the 
specifics of what you are seeking. 

I mean, quite often, as you well know, we get requests that would 
be thrown out of any civil court. Because it would constitute abuse 
of the discovery process. And we are asked — we are given whole- 
sale requests for document, many of which contain sensitive mat- 
ters. 

To the extent that we can enter into a dialog with a Senator or 
the staff, and narrow the issues, and pinpoint certain documents, 
as we did yesterday, we are always willing to do it. And there is 
some mutual trust. And that is necessitated. And I cannot think of 
an occasion in the last IV 2 years that I have been in, or 2 years 
that I have been in Washington, now, and been somewhat involved 
in this process, where we have not attempted to reach that kind of 
compromise where we provide to you that which you need; but also 
protect that which must be protected from our perspective. 

Senator Kerry. Let me just say, also, that I have high expecta- 
tions. I think we have a good person in there, who has been very 
direct with us in the confirmation process. Had we had a recorded 
vote, I would have cast my vote for him. I have known you a long 
time. But you have not been involved in the BCCI thing the whole 
route. 

I am convinced that the Justice Department is all-out on this 
now. I believe that. And I think there are going to be indictments, 
and a lot of things yet to come in it. 

And I am convinced, also, that you are one of the good profes- 
sionals in this process. You could be doing a lot of other things, not 
the least of which is out there earning a hell of a lot of money. And 
you have been at this for a long time as an assistant U.S. attorney, 
as a first assistant, and now down here in Washington. 

So I have no quarrel with your abilities or your capacity or pro- 
fessionalism in this. I know that the Justice Department is going to 
complete this task. But I am not walking away from my earlier 
perceptions and so forth of the new regime, and the new outlook. 

But I hope for the country’s sake, there is going to be a much 
better relationship. Because we need it desperately. We do not need 
entities of Government, the bickering and quarreling on the front 
pages of our papers. We really need a cooperative effort. 

And I hope that from this point on, we are going to have that 
sense with regard to BCCI. And I am confident that we will. Do 



you have anything that you want to— and I do not want to cut you 
off? ' x" ' 

Mr. Mueller. No, I think I have said enough. 

The only thing I will say is that the new Attorney General, I 
think articulated it in his confirmation hearing, a desire to work 
with Congress as a co-equal branch of Government. And to the 
extent that we can cooperate, we do want to cooperate, understand- 
ing that some of the strictures under which we do have to operate. 

And so we look forward again to dealing with and working with 
this subcommittee in the future. 

Senator Kerry. Thank you. 

We stand adjourned. 

[Whereupon, at 7:20 p.m., the committee adjourned, to reconvene 
subject to the call of the Chair.] 




AD000n27571Q 


ISBN 0-16-037254-2 



9 


